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A HABIT TO JOE... 























-»--YET BOTH WANT THE SECURITY 
your P.S. Plan Provides 


HAVE you told all your new or recently hired employees about the benefits 
of the Payroll Savings Plan for the regular purchase of U.S. Savings Bonds? 
Wage earners, according to a recent nation-wide survey, Want security 
more than anything else. They prefer security to big pay, soft jobs, au- 
thority, “success.” 

There is no surer way to this peace of mind than systematic savings. And 
what surer, safer, better means can your employees find than payroll allot- 
ments for U. S. Savings Bonds? Bonds that return $4 at maturity for every 
$3 they invest! 

Your active support of the Payroll Savings Plan is an investment in 
employee contentment, in the citizenship of your community, and in the 
security of America’s future. This is practical “employee relations” of the 
highest type and pays dividends of satisfaction to everyone. 

Start a drive today for larger participation in the plan. Many employees 
may be unfamiliar with its advantages. If you want literature for distribu- 
tion, contact your State Director of the Treasury Department’s Savings 
Bonds Division. 





“NEW IDEA” TO HIS NEPHEW 














New 
Savings Bonds Plan 
won't affect the 


FS. 


Tue Treasury Depart- 
ment and the banks of Amer- 
ica are making it possible for 
farmers, doctors, and other 
self-employed people to par- 
ticipate in “automatic” Bond 
buying by special arrange- 
ment with their banks. This 
extension of the Savings 
Bonds program is not a partial 
payment plan and is intended 
only for people who are not 
in a position to take advantage 
of the Payroll Savings Plan. 
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LEE RUBBER & TIRE 
CORPORATION 


FACTORIES 
YOUNGSTOWN + CONSHOHOCKEN 
DIVISIONS 

REPUBLIC RUBBER 
a Youngstown, Ohio 
OSene INDUSTRIAL RUBBER PRODUCTS 


LEE TIRE & RUBBER COMPANY 
OF NEW YORK, INC. 
Conshohocken, Pa. 
LEE DELUXE TIRES AND TUBES 





The Board of Directors has this day 
declared the regular quarterly divi- 
dend of 50c per share on the 
outstanding capital stock of the 
Corporation, payable August 1, 
1947, to stockholders of record 
at the close of business July 15, 
1947. Books will not be clo-ed. 
A. S. POUCHOT 
June 19, 1947 Treasurer 








(— DIVIDEND NOTICES ~ 


DEBENTURE: The regular quarterly 
dividend of $2.00 per share on the De- 
benture Stock will be paid August 1,1947 

to stockholders of record July 21, 1947. 


“A” COMMON and VOTING COM- 
MON: A quarterly dividend of 20 cents 
per share on the ‘‘A’’ Common and Vot- 
ing Common Stocks will be paid August 
15, 1947, to stockholders of record 
July 21, 1947. 

A. B. Newhall, Treasurer 


Dennison Manufacturing So. 


Framingham, Mass. 














QC Ff. 


AMERICAN CAR AND FOUNDRY 


COMPANY 

30 CHURCH STREET 

New York 8, N. Y 
There has been declared a dv dend of ene 
and three-quarters per cent (134) on the 
preferred stock of this Company cutstanding, 
payable Ju'y 7, 1947, to the holders of 
record of s2d stock at the close of bus.ness 
June 30, 1947. 
Transfer books will not be closed. Checks will 


be mailed by Guaranty Trust Company of 
New York 
CHARLES J. HArvy, Chairman 
Howarkp C. Wick, Secretary 


June 19, 1947 
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NATIONAL DISTILLERS 


PRODUCTS 
CORPORATION 








The Board of Directors has de- 
clared a quarterly dividend of 
50c per share on the outstanding 
Common Stock, payable on Aug- 
ust 1, 1947, to stockholders of 
record on July 11, 1947. The 
transfer books will not close. 
THOS, A. CLARK 

June 26, 1947. Treasurer 
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AS BROAD AS BUSINESS ITSELF 





The Trend of Events 


LABOR LAW ... Passage of labor legislation in its 
latest form, epochal in significance though it is, is 
but the first important step of four, or even five. 
After months of considered study, Congress has 
enacted a comprehensive measure that in all sin- 
cerity they consider a new “Bill of Rights’ for the 
American worker. Though necessarily complex, this 
document clarifies as well as possible the various 
aims of its sponsors and proponents, the elected rep- 
resentatives of the people. Next problem will be to 
assure its administration along the lines so clearly 
set forth. Although both Mr. Truman and the 
National Labor Relations Board have publicly an- 
nounced their intention of carrying out all the pro- 
visions of the Law to the best of their ability, their 
strong opposition to the measure before passage 
raises natural doubts as to just how they will func- 
tion. The President’s forthcoming nominees for two 
additional posts on NLRB will be scanned without 
reserve by the Senate, before confirmation. Just how 
industry will act in adjusting its labor relations 
under the new legal set-up; also remains to be seen. 
It is to be hoped that in achieving a better balance 
for bargaining, over zealous managements here and 
there will restrain all inclinations to take advantage 
of technicalities that might arouse prolonged strife. 

While sporadic outbursts of antagonism to the 
new law, such as the current shut downs in the 
coal fields, will perhaps preclude whole hearted ac- 
ceptance of the situation by the rank and file of 
labor generally, it is probably true that the majority 


of union workmen, or a great portion of them, 
secretly approve the new limitations placed upon 
their leaders. Not until the election in 1948, how- 
ever, can this surmise be thoroughly proved or ex- 
ploded. As for the Union leaders themselves, it 
looks at the moment as if the conservative American 
Federation of Labor would seize upon politics and the 
courts as the best weapons in the coming struggle 
to restore their former monopoly and power. Presi- 
dent Green of A. F, of L. has already turned thumbs 
down on ill-advised proposals for a general strike, 
but has promised all out steps to unseat every legis- 
lator who voted for the new Act. Until leaders of 
the CIO and their henchmen come out of a current 
huddle to determine their program, just what may 
be expected from this Communist influenced labor 
group must remain obscure. Quite clearly, though, 
the immediate course likely to be followed by all 
the Union leaders will be to defy many of the pro- 
visions of the Law, for the express purpose of chal- 
lenging its constitutionality in the courts. As wide- 
spread adoption of these tactics is to be expected, 
before very long the courts will probably be jammed 
with suits and counter suits of this kind. Months 
and perhaps several years may elapse before the 
entire issue reaches the Supreme Court, or calls for 
a decision upon its numerous individual phases. All 
in all, it can hardly be hoped that passage of the 
Act will be followed by a period of tranquility on 
the labor front, although the stability of the econ- 
omy may be enhanced. 
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WOOL TARIFFS .. . Ever since the Dingley Bill be- 
came law nearly half a century ago, politicians have 
periodically pushed domestic wool growers to the 
front as favorites to support at all costs. This minor 
segment of the economy, for some reason, seems to 
have built up a surprising influence in Congressional 
decisions that affected their special industry. This 
is shown by the recent hasty passage by Congress, 
despite last minute presentation in an overcrowded 
schedule, of a bill that would authorize and in a way 
obligate the President to raise the tariff upon wool, 
if imports in any way threatened the current domes- 
tic price structure. To Mr. Truman’s credit, it must 
be admitted, he saw fit to return this bill to Con- 
gress without his signature, although his action 
placed him out on a limb in this respect for the 
third time within ten days. Most assuredly, final 
passage of the measure would have been contrary to 
the aims of our newly formed foreign policy, and 
would have caused widespread confusion in the 
United Nations conference, now struggling to estab- 
lish broadened trade relations at Geneva. Such a 
move, as Mr. Truman rightly protested, would be a 
tragic mistake. In this forthright stand, the Presi- 
dent was strongly backed by Secretary Marshall 
and Under Secretary of State Clayton. We are con- 
fident that all clear thinking citizens, too, will sup- 
port his decision. It seems likely that Congress will 
at once pass a substitute measure more acceptable 
to the President, yet adequate to reassure the wool 
growers against undue foreign competition, through 
Federal subsidies or some such device. When the 
8ist session of Congress convenes in January, the 
entire subject of Federal price supports will have to 
be thoroughly explored. For whether the tax payer 
should be forced to bolster the profits of any group 
in the economy, rather than allowing prices to be 
determined by supply and demand factors has come 
to the front as a number one subject. As wool, for 
example, is already in over supply throughout the 
world, and is needed by every citizen for some use, 
it is a serious matter when the Government, through 
the tax collector, forces them to pay a cent more 
than is basically necessary. 


SOVIET GLACIER .. . When Mr. Eric Johnston re- 
cently termed the Russian penetration of Western 
civilization as the onward creeping of an ice age, 
his simile was particularly apt. Physically the moves 
planned and carried out by the Reds rely upon irre- 
sistible bulk and weight, designed to crush and 
swallow, inch by inch, all nations in the path. Mor- 
ally and spiritually, the program is as devoid of 
sensitivity as frozen Siberia itself. Human life and 
happiness, both within and without Russia, are con- 
sidered as expendable as snowflakes by the Com- 
munists. In fact it is only through disintegration of 
these factors that the Soviets plan to bring the en- 
tire civilized world to a state of slavery, with sur- 
vival dependent upon abject surrender to a heartless 
group in the Kremlin. 

Regardless of what the rest of the world may 
think, the Russians have openly disclosed their evil 
program by events in Eastern Europe, resistance to 
any constructive progress in the United Nations, 
and now a refusal by Molotov to accept Secretary 
Marshall’s plan for over-all economic aid for the 


recovery of war stricken Europe. In advance it 
might have been expected that the Kremlin would 
take just such a stand, for the last thing in the 
world that the Soviets desire is to assure self suffi- 
ciency and reborn confidence for European countries 
still out from under her thumb. The timetable of a 
glacier is necessarily slow, and the Reds are adept 
in removing all potential barriers to its inexorable 
advance. But now that the Russians have clearly 
showed their hands and unmasked their relentless 
strategy, it is clear that Western civilization must 
rally to save the day with its own sound plans, with 
or without compliance from the Kremlin. That this 
is possible of achievement, after a thorough study 
of the economic needs of all countries across the 
Atlantic, and the vast resources of the United 
States, is a heartening prospect, though in the proc- 
ess the two-world cleavage assumes more definite 
shape. The unilateral studies and agreements with 
individual European nations proposed by Mr. Molo- 
tov are obviously only a ruse to prolong and confuse 
any recovery program. As the bulk of all aid, 
whether financial or in food and goods, must come 
from America, and strong leaders in England and 
France are in accord with the Marshall program, 
we have the whip hand in the situation and if neces- 
sary must apply the lash where it is well deserved. 
Two and a half years after V-J Day, economic 
misery threatens the world, and mainly because of 
Russian treachery and scheming. Now that the only 
sensible way out of the mess has evolved, all Ameri- 
cans must stand firmly behind Secretary Marshall 
in his farsighted program, come what may. 


DUAL DIVIDEND TAX.. . Had the 80th Congress seen 
fit to establish relief for shareholders long burdened 
by income taxes at both the corporate and personal 
level, it would have been a most constructive move. 
Additionally, the obvious injustice of the dual tax in 
its present form most likely would have aroused 
Presidential approval of a bill calling for its elimina- 
tion. Despite its transcendent importance, this un- 
wise method of swelling Treasury revenues by tax- 
ing profits twice, has been bundled up to await final 
consideration when the entire tax structure gets its 
overhauling. Meanwhile many hard-pressed citizens 
will have to struggle along as best they can with the 
knowledge that Washington has taken a 38% slice 
of corporate profits besides levying the usual toll from 
dividends included on their own income tax sheets. 
It would seem as if this illogical procedure had been 
going on about long enough. 

Curiously enough, this subject can hardly be called 
controversial, for opinion seems to be well nigh 
unanimous that a corrective is badly needed. Not 
only the Federal authorities, but numerous Associa- 
tions and economics students, seem to heartily agree 
on the end results that are desirable. But as always 
happens, debate runs high over the details of this or 
that proposal. Perhaps especially interesting in these 
discussions is the theory that by lopping off one of 
the taxes, the Treasury would probably suffer no net 
loss in revenues. There probably is a sound basis for 
this surmise, because with additional funds at the 
disposal of the company or shareholder, risk taking 
and enterprise would be stimulated significantly. 
Most of the tax reformers (Please turn to page 408) 
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BUSINESS 


_¢¢PQPUSINESS as Usual” was a phrase which 


aroused indignation but little remedial action 


' during the first years of the war when we were aid- 


ing Britain and China — but were also selling our 
supplies to Japan and Germany, who loomed up 
clearly as potential enemies. 

Today we find our Office of International Trade 
telling Congress that “there is nothing unusual” 
about the shipments of American oil to Russia 
which in the first four 
months of 1947 amounted to 
168,306 barrels. The tart re- 


“LUBRICATING COMMUNISM” 


As g See GL / BY ARTHUR G.-GAINES 


AS USUAL 


An important side issue has arisen on this prob- 
lem of Russian oil shipments which should receive 
a thorough airing and pertinent action. Chairman 
Welchel of the House Merchant Marine Committee 
has informed Congress that the oil is being hauled 
to Russia in American tankers which are part of an 
American lease-lend fleet of 94 vessels which was 
turned over to Russia “without payment” during 
the war. Russia has failed to pay for or return them. 
The House Committee should 
investigate this matter so 
we can get back these valu- 





joinder of Congressman Paul 
Shafer of Michigan hit the 
nail on the head; ‘There was 
nothing unusual about send- 
ing scrap iron and oil to 





Japan in the 1930’s either.” SS": & 
Can any American see the / é‘ 

logic in sending supplies to fF ' / 

Russia which may be used Soy 


in spreading its philosophy, 
at a time when our nation 
is embarked upon a program 
of spending hundreds of mil- 
lions of dollars to halt the 
spread of communism in 
Europe ? The Government has 
acted with commendable 
promptness in reimposing 
war-time controls on exports 
of petroleum products effec- 
tive June 30, 1947. While 
controls will not halt all 
shipments of oil to the Soviet 
Union, they will make them 
subject to the discretion of 
the Commerce Department 
and will require shippers to 
obtain licenses for export of 
all kinds of petroleum prod- 
ucts. 

Shipments were under pri- 








tio able ships to service our tre- 
oe mendous export commit- 
J ments which are part of our 
new foreign policy to support 
free enterprise — instead of 
having them used for Rus- 
sian purposes. 

Admittedly, the amount of 
petroleum going to Russia is 
not great but this leak in our 
~ supplies should be stopped 
even though it will not solve 

x ‘ the oil shortage our country 
ihe BAS is facing now. In past issues 





Street we have pointed out 





| of the Magazine of Wall 


that the rapid long-term 











| growth in consumption of 
gasoline and domestic fuel 
oil is continuing. Nearly 
100,000 new automobiles are 
taking to the road every 
week. More and more homes 
are being shifted to oil heat, 
virtually every new  loco- 





SAS motive being built today is 


diesel-powered, as are Navy 
and Merchant ships. Syn- 

aa — thetic rubber and chemical 
production now use vast 

ae pln < amounts of petroleum. These 














vate contract between United 
States producers and Amtorg, 
the Soviet trade agency. Congressman Dewey Short 
of Missouri said that our producers “prefer” to sell 
abroad because of higher prices. Knowing stock- 
holders, as we do, we can express a qualified opinion 
that American shareholders do not want to see com- 
panies, of which they are part owners, trying to 
squeeze a few extra dollars out of shipping our sup- 
plies to the Soviet, to be put to their own uses 
which seem directly opposed to those of our State 
Department. As far as we have ascertained, trade 
quarters in New York Harbor and adjacent areas are 
quite satisfied to have petroleum controls reinstated. 
Existing contracts will not be affected and, of course, 
petroleum seriously needed to help reconstruct 
Europe will continue to be shipped there. 
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Apologies to Duffy in the Baltimore Sun 


demands will total a daily 
average of 5,642,000 barrels 
in 1947. There is a real pinch in supplies and most 
new refining plants under construction will not be 
in full operation for a year or more. It is reported 
that some refineries have actually shifted to coal 
furnaces to save the oil used for their own fuel. 
The Midwest appears to be the most troubled area 
as far as gasoline needs are concerned. This is due 
to heavy farm consumption, increased general use 
and the inability to expand crude oil facilities in this 
area. In time, pipe lines will solve the problem but 
not this year. Standard Oil of Indiana has been 
forced to inaugurate a summer gasoline rationing 
system in 12 of the 15 states served in the Midwest. 
Other major midwest companies have not yet an- 
nounced allocation plans (Please turn to page 406) 
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_ How Close to the Bottom? 


A further summer rally may well develop, 
perhaps with intervening correction. But it is 
improbable that the last downside test has 


been seen. Important factors for sustained 


By A. T. 


pS has been no significant change in the posi- 
tion of the market since our previous analysis a 
fortnight ago. During the first week of this period, 
the week ended June 20, there was a modest exten- 
sion of the recovery from the May low. There was 
a sharp one-day sell-off early last week, following 
close upon final enactment of the labor law and the 
simultaneous beginning of the coal strike. This ap- 
peared to be mainly of professional character, and it 
did not bring in general selling. As a result prices 
firmed up again thereafter, but ended the week a 
little under the previous rally highs in the averages, 
with trading dull. 
Our Support Indicator, charted on this page, re- 
‘mains thus far in a negative position; which is to 
say that an improvement in the market sufficient to 
rally the Dow-Jones industrial average by around 
15 points from its last low has not sufficed to close 
the deficit gap and thus signal the probabilty of an 
important further rise. There is not much point in 


market rise are absent, even should business 
recession be deferred beyond previous expec- 
tations. Hence there is no change in our pre- 


vious conservative policy. 
MILLER 


trying to anticipate what this indicator may do in 
the period just ahead, one merit of it being that it 
is a device which is unswayed by opinions or emo- 


tions. However, a few observations are worth while.. 


If one assumes that the summer rise is unlikely 
to extend the year’s range to date—the high was 
about 185 in the Dow-Jones industrial average last 
February—then should the Support Indicator give 
a buy signal on a further rally, without an interven- 
ing corrective decline, it would do so rather high 
in the year’s range. That would be unusual. Much 
more often than not, its buying signals come in a 
relatively quiet market before the averages have 
advanced much. If this tendency holds true, the next 
buy signal would be under a different market con- 
dition than now exists, presumably at lower prices. 
An “important” advance from the present level 
would have to run to a new high for the year, rais- 
ing a question of the major market trend. We can- 
not say that a new bull market, dating from the 
May low, is impossible; but the chances 
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so far as they can be prudently judged 
right now, appear to be against it. 
320 Speculative Demand Still Light 

A minority of:stocks, running pretty 
heavily to “old-line” leaders, have pro- 
vided most of the steam behind the 
rally so far. This is reflected in the 
marked difference of position as be- 
tween the Dow industrial average and 
more representative indexes. Thus, at 
recent levels, the 30 Dow issues had 
recovered about 68% of their decline 
from the February intermediate top 
to the May low, as compared with 
about 50% for our index of 100 high- 
price stocks, roughly 40% for the com- 
posite index of 304 stocks and only 
slightly over 30% for the index of 
100 low-price stocks. To the extent 
that general sentiment has improved, 
it is much more manifest in invest- 
ment than in speculation. 

The market faces two immediate 
difficulties. One is that coal mining will 
not be resumed, in the absence of a 
contract meanwhile, on expiration of 
the 10-day miners’ vacation. Since this 
was preceded by several days of wild- 
cat strike, enough coal production will 
be lost, at best, to reduce operations 
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in the steel, automobile and 


various other industries. If YEARLY RANGE 

















the coal stoppage foots up to | ,,91'997-"45\1987-45 |1987- 45) 
four or six weeks — most loo mien |100 Low] Mw 5._ ies 
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the maximum — the result foo ig a 
will be less than calamitous me 

for the country but certainly * 
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when the market, after five s!| 160 a. 
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100 | 
nically ready for some cor- f ! lh | 
rection anyway, although | soy Hy 
there has been practically no 
retreat up to this writing. 
The averages have risen 
about as far, without more 
than nominal correction, as 
they were able to do on 
either of the two phases of 
the intermediate rise from 
late November to early Feb- 
ruary. 

The alternatives for the 
period just ahead would seem 
to be (1) a further summer 
rise, without any correction 
other than a phase of side- 
wise drift, or virtually so; 
(2) a reaction of some pro- 
portions, but stopping well 
above the May lows and fol- 
lowed by some extension of 
the summer recovery; (3) a 
topping out of the whole 























YEARLY RANGE 
DOW-JONES INDUSTRIALS 


1936 - 1945 


DOW-JONES RAILS 


move, at about the recent r 
highs, with a -downswing oi 
eventually testing, or break- 2s 
ing, the May lows. There 


can, of course, be no cer- 
tainty which it will be. On 
the basis of the tentative 
evidence, looking a month to 
six weeks ahead, the second alternative would seem 
the most probable, the third one least so. 

Working in behalf of the market is a substantial 
improvement in business sentiment. This is based on 
the fact that general economic recession, long 
talked about, has still not begun; on the continuing 
vitality of the durable-goods industries, with the 
important exception of building; and on revival in 
new orders in a few of the light lines in which cur- 
tailment had gone further than prevailing consumer 
demand warranted. 





What Would A Bull Market Feed On? 


Against all of this are certain basic factors which 
appear to have deflationary implications, whether or 
not business runs on high momentum for a time 
longer. They include the Government’s drain on the 
public’s income, as measured by the cash surplus, 
at a recent rate of about $15 billion a year; the fact 
that, due to high prices, the buying power of 
monthly national income has been trending down for 
many months. These influences have been offset, up 
to now, by extraordinarily high exports and equally 
extraordinary “capital formation” in the form of 
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business spending for inventory and for plant ex- 
pansion. These abnormal supports are bound to 
weaken, although just how much so and how quickly 
may be debatable. Regarding exports, the odds are 
against a workable “Marshall program,” for obvi- 
ously the Russians do not want, and will do every- 
thing they can to hinder, economic reconstruction of 
Western Europe under existing regimes. 

If recession is long deferred, while accumulated 
demands are filled, a depression probably would be 
more likely. Either way, total earnings seem to be 
on a plateau from which the next change presump- 
tively is down. If that change is further ahead than 
investors thought a few months ago, the inclination 
is to put a higher market capitalization on current 
earnings. But this kind of adjustment, hinging on 
confidence, has its limits. It is altogether different 
from an upward trend of earnings, which is the 
main stimulus in normal bull markets; or from ex- 
pectation of a large gain in earnings at some future 
time, which was the mainstay or our last. bull 
market through much of the war period. 

The best contingency, in our view, is a broad 
trading-swing market, in which investors will put a 
higher valuation on largely (Please turn to page 408) 
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Inventory valuations, depreciation reserves and other 
items in the halance sheet require special analysis today 


By 
WARD GATES 


inten corporate financial liquidity in the face 
of record sales and earnings, notably the latter, is 
drawing increasing attention to the investment sig- 
nificance of the effect of the general price rise on 
corporate finances. Primarily to the investor, though 
no less for management, recognition of this problem 
is of vital significance. All too frequently, stockhold- 
ers are prone to accept at their face value current 
excellént income statements without much thought 
given to the distortions that may have their cause in 
the strong upthrust of commodity prices since the 
latter part of 1946. Yet careful analysis makes it 
abundantly clear that today’s price strueture ulti- 
mately will have as profound an effect on corporate 
finances as it now has on the wage dollar and on 
general purchasing power. The careful investor will 
want to scrutinize the chain reaction of the price 
boom not only on corporate income but also on fu- 
ture dividends, lest he allow himself to be misled by 
the avalanche of excellent earnings statements to 
which he has been treated in recent months 

While these earnings, as reported, are real enough, 
in many cases it cannot be said that they represent 
“true” earnings in the sense that their continuation 
can be reasonably expected. Far from it. For fre- 
quently they hide the fact that they have been due 
in part at least to windfall gains from the sale of 
low-cost inventories at current high prices, just as 
current asset valuation has been tremendously 
boosted by the rise in the valuation of inventories at 
hand. Such overstatement of earnings is apt to lead 
to disappointing earnings comparisons later on, for 
obviously a company—to continue in business—must 
invest in new inventories at prevailing higher prices 
which no longer will permit the former abnormally 
high profit margins. In other words, earnings based 
on inventory windfalls are likely to prove transitory, 
highly unstable and subject to wide fluctuations. 
They are neither a true picture of earning power 
nor, as organized labor would have it, a reliable basis 
for wage demands. Instead they should be viewed 
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as strictly non-recurrent, a distortion of earning 
power, the true nature of which will inevitably come 
to light when prices decline or when inventories 
must be replenished with high-cost materials or 
merchandise. 


“Lifo” Cannot Eliminate Overstated Earnings 


Management, by and large, has been careful in 
pointing this out to stockholders when submitting 
income reports. To cite a typical example: Cannon 
Mills, one of the oldest textile concerns with above 
average stability of earnings in an otherwise highly 
cyclical field, for 1946 reported net earnings of $18.38 
per share as against $3.24 netted in 1945. Apart 
from substantially higher volume and lower taxes, 
this sharp gain in earnings was due importantly to 
the use of low-cost inventories permitting large in- 
ventory profits. Needless to say, profits could hardly 
be expected to continue at the 1946 rate, thus the 
company in its annual report stated that “during 
1946, a portion of cotton and finished goods carried 
on “lifo basis” was liquidated, and since valuation 
of such inventories was considerably lower than cur- 
rent replacement costs, the net income for the year 
is materially higher than it would have been, had 
sales been-made from current purchases at current 
manufacturing costs.” 

It can be seen from the above that overstatement 
of earnings due to inventory windfalls can not al- 
ways be reduced or eliminated by the “lifo” (last 
in—first out) method of accounting; this is partic- 
ularly true where inventories have been depleted to 
such an extent that low-cost materials have been 
sold in finished form at the prevailing higher prices. 
The overstatement will be all the more drastic in 
cases where ordinary accounting practice rather 
than the “lifo” method is employed. Subsequent 
earnings, reflecting the sale of goods acquired and 
processed at current prices, will fall far short of 
former experience. Investors therefore will be well 
advised to look carefully into the real source of cur- 
rent high earnings; frequently they will find that 
they cannot be duplicated or even approached, even 
at a continued high level of operations, in the future 
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Another and important considera- ba 
tion is the adequacy of reserves 
charged for depreciation of plant 


and equipment. This item, too, can Pe 
lead to a marked overstatement of 

earnings, viewed from the stand- 10 
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culating depreciation charges is orig- 170 
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creates reserves that ultimately will 
be sufficient to replace fixed assets 1914 
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as they wear out or become obsolete. 
But today, with replacement costs 
substantially higher and likely to remain so—com- 
pared with prewar—former depreciation ratios are 
hardly adequate nor are the depreciation reserves 
created over the years sufficient to meet the eventual 
outlays for replacement, if and when they become 
necessary Actually, depreciation allowances made in 
the past may prove wholly inadequate, and to that 
extent earnings as earlier reported will prove dis- 
tinctly overstated. 

Management is quite aware of this fact. Investors, 
too, will have to pay closer attention to this factor 
if they want to avoid disappointments later on. The 
simple fact is that unless the higher replacement 
costs are recognized by increased charges for depre- 
ciation, or by special reserves created from current 
income, they will have to come out of future divi- 
dends! 

A number of leading companies have been taking 
steps to cope with this situation. Thus duPont is 
currently creating a special reserve for which it has 
set aside $5.2 million from first quarter earnings, 
equivalent to 38c a common share, in recognition 
of the increased cost of plant construction. U. S. 
Steel Corporation, from first quarter earnings, has 
set aside $15 million for the same purpose, after 
explaining in its annual report “than construction 
costs have generally increased 


Larger Invested Capital Needed 


At Socony-Vacuum annual meeting, the president 
in discussing this problem pointed out that “because 
of the higher costs of labor and materials, new 
plants require at least one-half again as much cap- 
ital as they did before the war and so will continue 
to draw heavily on the company’s resources.” 

It may be some time until the investor will be- 
come fully aware of the impact of the present high 
cost structure on the investor dollar, but implica- 
tions are obvious. Depreciation charges cannot be 
safely based on prewar costs (which will never re- 
turn), as is still being done in a good many cases. 
To the extent that the old policy continues, current 
earnings are overstated and care is required in ap- 
praising the stocks of companies faced with the 
necessity of large plant replacements or additions 
during coming years. 

A word of warning in this respect is already heard 
from the oil industry, currently one of the star per- 
formers from an earnings standpoint, Chairman 
Wilson of the Standard Oil Company of Indiana 
recently brought the problem right down to the 
pocketbook level of the investor when he emphasized 
that rising costs necessitate lower taxes and higher 
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earnings without corresponding increases in divi- 
dends if the oil industry is to carry out costly re- 
placements and additions to meet its growth needs. 
A large slice of the funds required for the purpose 
must come from retained earnings with the inevit- 
able restrictive effect on dividends, for corporations 
hesitate to borrow, or expand capital, beyond a cer- 
tain point. What is true of the oil industry applies 
with equal force to other industries. Fact is that 
few could duplicate their properties for less than 
twice their book value, and in many cases the figure 
would be considerably higher. Some _ industries, 
rather than take the risk involved, may rather 
forego or curtail expansion. A trend towards cur- 
tailment has already set in. Curtailment, deferment 
or suspension of plant expansion has been reported 
by such leading concerns as Dow Chemicals, Her- 
cules Powder, American Cynamid and a good many 
others. As a natural corollary, where such curtail- 
ment or deferment occurred, future earnings will 
not be as large as projected. 


Richest Enterprises Borrow 


Where expansion continues in line with plans pre- 
viously worked out, other problems arise. Many of 
the country’s largest and “richest”’ enterprises have 
had to borrow heavily to finance them, or to under- 
take improvements; others to obtain additional 
working capital to carry inventories and accounts re- 
ceivable at the prevailing volume of business and 
price levels. Companies which in recent months have 
added to their financial resources by various means 
include such leading concerns as duPont, General 
Motors, American Cynamid and General Electric; 
the latter, to handle a vastly increased volume of 
business, last year borrowed $200 million by sale 
of 20-year serial notes. Johns-Manville is the latest 
to join the list, borrowing $5 million with option on 
$20 million more, to finance higher-priced business. 
The case of the latter company is rather typical of 
what has occurred, and is occurring, with a good 
many others. While its working capital at the end 
of 1946 was little changed from 1945, sharply higher 
accounts receivable and a sizable inventory increase 
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CURRENT ASSETS 1945 1946 Change 
Cash on hand and in banks....... ee $21.8 — 4 | 
U. S. Government securities... cnn 21.2 15.0 —6.2 | 
, Receivables from U. S. Government........ Peres. 7 —2.0 
Other notes and ts receivabh 22.3 29.9 +7.6 | 
| Inventories ...... 26.7 35.3 8.6 | 
| Other current assets 2.4 a7 —.7 | 
Total current assets. 97.5 104.5 +7.0 
CURRENT LIABILITIES 
| U. S$. Govt. advances and prepayments... 0.9 0.1 — 8 
Other notes and ts payabl 24.9 30.8 +5.9 
| Federal income tax liabilities................................ 21.2 8.5 —2.7 
Other current liabilities. 7.9 TAO owas. 
Total current liabilities... 44.9 47.2 +2.3 
Net Working Capital... 52.6 57.3 +4.7 
Ratio: Current Assets to Current Liabilities 2.17 2.21 | 
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absorbed much of available cash, reducing cash hold- 
ings from $12.04 million to $6.68 million which in 
turn called for replenishment of cash resources. 
Without it, the company would have been in a posi- 
tion where it had, on basis of current sales volume, 
to do business with only about $7 cash for each $100 
of sales, where against the ratio in 1945 was $14, 
or exactly double. 

The need for greater working capital is apparent 
on all sides and this may, in considerable degree, 
influence future dividend policies. Many corporations, 
despite excellent earnings, are reluctanct to raise 


dividends pending determination of capital needs © 


to carry on business at today’s inflated price levels. 
Business in general has invested the largest annual 
percentage of retained earnings in history, has 
drawn upon its huge wartime accumulation of cash 
and Government securities, has borrowed from 
banks and floated new securities issues. The heavy 
use of external financing at a time when earnings 
and liquid assets were at record levels is typical of 
a period of rapidly expanding business activity but 
it is equally, if not more so, expressive of the im- 
pact of the sharp rise of commodity prices on cor- 
porate finances. The greater cost of doing business 
explains to a large extent where corporate profits 
go; for the investor it is an important story. 


SEC’s Conclusions 


The story is highlighted in a recent study by the 
SEC in which it is stated that working capital of 
American corporatoins at the end of last year was 
not in as liquid a form as in the preceding year. 
Working capital of all corporations, according to the 
SEC compilation presented in the accompanying tab- 
ulation, increased by almost $5 billion to a new high 
of over $57 billion. Corporate earnings were esti- 
mated at $12 billion of which about $5 billion were 
paid out in dividends and $7 billion retained in the 
business. By far the largest change in any of the 
items of current assets and liabilities was the record 
$8.6 billion increase in inventories to a level of $35.3 
billion. This increase reflected to a considerable 
extent the substantial rise in the prices paid for 
goods included in inventories. Also during the year, 
there was a large expansion of notes and accounts 
receivable, amounting to $7.6 billion to a level of $29.9 
billion. Partly offsetting these extremely large in- 
creases, corporations liquidated approximately $6.2 
billion of U. S. Government securities, reducing their 
holdings to $15 billion, about 30% below the amount 
held at the beginning of 1946. Corporate holdings of 
cash and deposits at the end of 1946 amounted to 
$21.8 billion, a drop of about $400 million from the 
preceding year. Thus the ratio of corporate liquid 
funds in the form of cash and Government securi- 
ties to sales, a rough measure of liquidity, declined 
materially during 1946 though it is still above pre- 
war levels. 

Partly offsetting the growth in receivables was the 
$5.9 billion rise in other notes and accounts payable 
to a total of $30.8 billion. Short-term bank loans ac- 
counted for approximately one-third of the increase, 
indicative of the need to finance new capital require- 
ments. A record increase occurred in the net prop- 
erty account amounting to $5 billion. On the other 
side of the balance sheet, there was a $3.2 billion 
increase in long term debt and in equity securities. 
Approximately $700 million of this increase was in 
the form of. corporate (Please turn to page 404) 
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REVOLUTION 
in Our 


States 


By 
JOHN D. C. WELDON 


Al survey of conditions in the 
South today reveals an expanded 
scope and high tempo of economic activity that afford 
almost bewildering contrast with conditions before 
the war. 

It is no exaggeration to say that since 1940 there 
has been an economic revolution in the South. All 
lines of business have shared in the widespread 
changes, of which the following seven might be listed 
as the most outstanding: (1) increase in wealth gen- 
erally, (2) rise in agricultural income, (3) develop- 
ment of mineral production and lumber, (4). record 
activity of old and new manufacturing industries, 
(5) concentration during the war of Army camps, 
Naval stations, air bases, and supply depots, (6) 
booming resort and tourist trade, and (7) prosperity 
in the merchandising, transportation, and service 
fields. Truly, the “Old South” has now become the 
“New South.” 

Conditions today are, of course, by no means uni- 
formly favorable, and this section has not been im- 
mune from the difficult problems of postwar read- 
justment faced by all communities where there were 
war industries. Recently the Federal Reserve Bank 
of Atlanta reported that many of the smaller towns 
in the Southeast were particularly hard hit, and had 
developed considerable surplus of male labor. This is 
because numerous of the industries now most active 
—particularly apparel factories and canning plants— 
employ mostly women. The region has been freer 
than most others from serious strikes. 

The eight Southeastern States run from the Ma- 
son and Dixon Line, at tlie Pennsylvania-Maryland 
border, down more than 1200 miles of coastline to 
the Everglades of Florida and Key West—southern- 
most point in the U. S. They include the oldest city 
in this country, St. Augustine, Florida, and the first 
English settlement at Jamestown, Virginia. Six of 
the States were among the thirteen that originally 
formed the United States of America. 
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Photos by Ewing Galloway 
To traditional cotton and tobacco crops the South has added development of mining, 
lumber, paper and pulp, new manufacturing, transportation and service activities 


The section encloses the nation’s capitol in the Dis- 
trict of Columbia, the homes of George Washington 
at Mount Vernon and Thomas Jefferson at Monti- 
cello, and is literally crowded with historical points 
of interest that attract a constantly growing number 
of visitors. Although Georgia has the largest area of 
any State east of the Mississippi River, and Florida 
and North Carolina are only slightly smaller, the en- 
tire group comprises in area only about 9% of the 
U. S. total. Its civilian population, however, is 14% 
of the U. S. total, as shown in the accompanying 
table. 





























Wartime Shifts in Civilian Population in the 
Southeastern States 
Area 1945 Per Cent 
in Sq. Population Change 
Miles (000s) 1940-45 
Delaware sti icindeanaciaemhcone 2,057 287 + 7.5 
ia a cases 58,560 2,386 +24.8 
Georgia ....... ncasns 58,876 3,192 + 2.0 
Maryland 2c 10,577 2,125 +16.4 
North Carolina ........ 52,712 3,505 — 2.2 
South Carolina 31,055 1,906 — 0.2 | 
Virginia 40,815 3,080 +-14.5 
re I on 24,181 1,725 — 9.6 | 
District of Columbia............................ 69 938 +36.9 | 
a : eeeeeneee 278,902 19,144 + 6.9 | 
TN IE ict tis scdincinneeleenticslantaee 3,002,387 131,976 + 0.2 
nC 9.3 14.5 








During the war period 1940-45, when there was 
practically no increase in the total civilian population 
of the U. S. because of the entry of millions into the 
armed services, the civilian population of the South 
Atlantic States increased by almost 7%, due chiefly 
to the rapid growth of Florida, Maryland, and Vir- 
ginia, but including also some temporary migration 
to war plants. Baltimore is the largest city in the 
section and, aside from Washington, D. C., there are 
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only a half-dozen other cities of more than 100,000, 
including Atlanta, Jacksonville, Miami, Richmond, 
Tampa, and Wilmington with an additional sixteen 
in the 50/100,000 range. 


A Most Self-Sufficient Region 


Most of these States are characterized by a varied 
topography, consisting of three principal types of 
land: a low coastal belt, fertile plains inland and, as 
far south as Georgia, highlands rising to the Blue 
Ridge and Appalachian Mountains. The productivity 
of its agriculture, wealth of mineral and forest re- 
sources, diversification of manufacturing, and devel- 
opment of related industries and trades are making 
the region one of the most self-sufficient in the en- 
tire country. 

These States are well-equipped with transporta- 
tion facilities, having a network of railroads includ- 
ing the Atlantic Coast Line, Baltimore & Ohio, Cen- 
tral of Georgia, Chesapeake & Ohio, Louisville & 
Nashville, Norfolk & Western, Pennsylvania, Sea- 
board Air Line, Southern Railway, Virginian Rail- 
way, and Western Maryland. Its many sheltered har- 
bors stretching along the coastline are busy centers 
of coastwise and foreign trade. Air transport com- 
panies in the territory include All America Aviation, 
American Airlines, Delta Air Lines, Eastern Air 
Lines, and Pennsylvania Central (Capitol) Airlines. 
Several of the larger industrial and mining compa- 
nies own their own private planes. 


Varied Crops Including New Products 


Agriculture was for many years the principal 
source of income in the South Atlantic States, and 
still is extremely important, but has been greatly im- 
proved and made the basis of numerous local manu- 
facturing industries. In cotton and tobacco, still the 
two chief crops, it is the world’s leading producer. 

Because of the mild climate, with a growing season 
of at least six months, the section is one of the most 
important producers also of such crops as peanuts, 
sweet potatoes, rice, corn, hay, apples, peaches, ber- 
ries, grapes, and fresh vegetables. Maryland is a 
leader in tomatoes, and Florida in grapefruit, or- 
anges, and lemons. New products introduced or 
greatly expanded in recent years include tung oil, 
cane sugar, and ramie, as well as stock and hog rais- 
ing, and dairying. In Florida they feed grapefruit to 
cattle for breakfast. 

During the past ten years, farm cash income from 
crops and livestock practically trebled, rising from 
$853 million in 1936 to $2,542 million in 1946. Gains 
in Florida, North Carolina, and Delaware were par- 
ticularly sharp, as shown in the next table. 
























































Farm Cash Income from Crops and Livestock in 
the Southeastern States 
(In Millions of dollars) 

1936 1945 1946 
Delaware $ 20 $ 93 $ 84 
Florida : 106 382 402 
Georgia 167 374 423 
Maryland 71 171 177 
North Carolina 223 643 715 
South Carolina 107 232 302 
Virginia 118 342 350 
West Virginia 41 86 89 
Total, S. E. 853 2,323 2,542 
Total, U. S. 8,212 20,781 23,934 
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Even in the swampy but fertile Everglades of! 


Florida, continued progress is being made in water 
control by means of pumps, canals, and surface 
drains, and a variety of crops are being raised. The 
U. S. Sugar Corporations has 6,000 employes there 
processing daily 10,000 tons of sugar cane and other 
crops. 

Although the Southeast possesses varied and ex- 
tensive mineral resources, the two most widely known 
are the coal from West Virginia and phosphate rock 
used in fertilizer from Florida. Others of growing 


importance, however, include bauxite (aluminum), | 
mica, iron, barite (barium), tintanium, zinc, asbestos, | 
kaolin clay, fuller’s earth, manganese, talc, feldspar, | 


limestone, gypsum, salt, and soapstone. There are 
abundant deposits of sand, gravel, and building stone. 

Approximately one-third of this entire section is 
forest land, and lumber products are among its lead- 
ing sources of income. Pine is the principal wood, but 
~—, others are also grown, including fancy hard- 
woods. 


Manufacturers Use Local Raw Materials 


Probably the chief factor in the economic revolu- 
tion of the South has been the development of manu- 
facturing using the raw materials produced there, in- 
stead of shipping them north for manufacturing and 
then back as finished goods. One group of these in- 
dustries is packing, canning, and preserving food, 
including a wide variety of fruits, vegetables, and 
meats, as well as fish, clams, and oysters from the 
commercial fisheries the entire length of the Atlantic 
and Gulf Coasts. 

Cotton goods manufacturing has been prosperous 
during the war and even more so in the past two 
years. Production of rayon from cotton and wood 
fibre has developed into a tremendous industry, as 
has the weaving and knitting of rayon goods. 

Pulp and paper making is growing rapidly, using 
principally the local pine that grows to 10 inch diam- 
eter in ten years. Reforestration programs are now 
followed to maintain the supply of pulpwood indefi- 
nitely. Furniture manufacture from local hardwoods 
is forging ahead. 

Most of our rosin and turpentine are obtained from 
the pine trees in this section, and Savannah is the 
world’s leading market in these naval stores. New 
chemical processes are being used to work over the 
countless old stumps, to produce not only rosin and 
turpentine, but also camphor and intermediates for 
plastics, perfumes, insecticides, rubber, and other 
products. Lignin, formerly a troublesome residue 
after removing the cellulose from wood pulp, has 
found profitable uses in building board and chemical 
products. 


Cottonseed, which was dumped and caused a dis- | 


posal problem years ago, is the basis of a prosperous 
industry making cooking oil, salad oil, margarine, and 
soap, with the pressed cake made into nutricous 
cattle feed. Other important industries using local 
products include distilling and soft drinks, while the 
world’s greatest cigarette factories are located in 
Virginia and North Carolina. There are extensive 
shipbuilding yards strategically located in every State 
along the coast. One of the world’s greatest aircraft 
plants—Glenn L.* Martin—is in Baltimore, and many 
other plants in the section made aircraft and parts 
during the war. Following is a group of manufactur- 


ing companies having net income over $5,000,000 


last year. 
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Manufacturing Corporations in the South 
Atlantic States Reporting Net Income After 
Taxes of Over $5 Million in 1946 


(In Thousands of Dollars) 


Year Net Income 

Ended 1945 1946 
American Viscose Corp., Wilmington, Del...... 12/31 $ 5,192 $11,863 
Burlington Mills Corp., Greensboro, w. C...... 9/30 981 12,921 
Cannon Mills Co., 12/31 3,363 19,060 





Coca Cola Sacken Wilmington, Del 
Dan River Mills, Inc., Danville, Va... 
E. 1. du Pont & Co., Wil Del.. 





















Hazel-Atlas Glass Co., Wheeling, W. Va... 12/31 2,791 5,829 
Hercules Powder Co., Wilmington, Del. . base 4,928 8,410 
National Dist. Prod. Corp., . oe _ ale 12/31 11,787 39,997 
Newport News Ship. & Dry. Co. 

Newport News, Va. 12/31 5,199 5,355 
R. J. Reynolds Tobacco Co. +» Winston 

Salem, N. C. 12/31 19,229 27,973 
Reynolds Metals Co., Richmond, Va.. w 12/31 4,396 5,337 
West Point Mfg. Co., West Point, Ga... 8/31 1,932 5,461 
Wheeling Steel Corp., Wheeling, W. Va....... 12/31 3,950 5,373 




















Of the numerous other manufacturing companies, 
in which there is active investor interest, having 
their headquarters here, the following are repre- 
sentative: 

Delaware—Amalgamated Leather, American Seal- 
Kap, Joseph Bancroft, Bellanca Aircraft, Continental 
Baking, Continental Diamond Fibre, Electric Hose & 
Rubber, Houdry Process, and Gorham, Inc. 

Florida—American Machinery, Canada Dry Bot- 
tling, Consolidated Naval Stores, and Foremost 
Dairies. 

Georgia—American Bakeries, Callaway Mills, Col- 
umbia Baking, Georgia Marble, and Tom Huston 
Peanut. 

Maryland—Anchor Post Products, Baltimore Por- 
celain Steel, Black & Decker Mfg., Cannon Shoe, 
Crosse & Blackwell, Crown Cork & Seal, Davison 
Chemical, Eastern Stainless Steel, Emerson Drug, 
and Maryland Drydock. 

North and South Carolina—Adams-Millis, Ameri- 
can Yarn & Processing, Brandon Corporation, Chad- 
bourne Hosiery Mills, Drexel Furniture, Durham Ho- 
siery, American Enka, Graniteville Company, and 
Henrietta Mills. 

Virginia—Albemarle Paper Mfg., Alberene Stone, 
American Furniture, Bassett Furniture, Camp Man- 
ufacturing, Chesapeake Corporation, and Craddock- 
Terry Shoe. 


Boom Business Conditions 


As a result of this expansion in production of raw 
materials and finished goods there has been, as 
stated before, an outpouring of money that has 
brought truly “boom” conditions. Such business in- 
dexes as bank debits and department store sales have 
soared to new high records. 

Some of the prominent retail and wholesale’trade 
corporations having headquarters in this region in- 
clude: Associated Dry Goods, Barber & Ross, Carpel 
Corporation, Julius Garfinckel, Burdine’s, Haverty 
Furniture, Brager-Eisenberg, Dixie Home Stores, 
and Colonial Stores. 

Free spending is reflected also in the service indus- 
tries—motion picture theatres, hotels and restau- 
rants, laundries, dry cleaning, etc., as well as in infla- 
tion of real estate and used automobiles and boats. 

Whereas formerly there were only a few well- 
known resorts here, such as Asheville, Pinehurst, 
White Sulphur Springs, Palm Beach, and Miami, now 
almost the entire section is being “discovered” by 
literally millions as a vacation wonderland for motor- 
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ing, riding, polo, fishing, boating, swimming, hunting, 
camping, golf, and so on. Horse racing tracks attract 
tremendous betting, while the gambling casinos are 
reported still busy. 

While total national income in the U. S. increased 
between 1940 and 1945 by 101%, as shown in the 
next table, income in North Carolina increased 128%, 
in Virginia 130%, in South Carolina 132%, in Geor- 
gia 140%, and in Florida 165%. 




















Wartime Changes in National Income in the 
Southeastern States 
H 1945 Nat'l. Per cent 1945 Per 
Income Change Capita 
(Millions) 1940-45 Income 
Delaware icles $ 398 67 $1,381 
Florida etcninccdas 2,387 +165 996 
Georgia .......... 2,369 -140 745 
Maryland . = 2,467 102 1,212 
North Carolina . 2,575 128 732 
South Carolina 1,265 132 663 
Virginia nate ee 2,597 130 903 
West Virginia : : 1,457 + 92 839 
District of Columbia... e 1,617 + 79 1,361 
Too, Ss & . 17,132 119 895 
Total, U. S. . 152,704 101 1,150 











Much of the industrial development of the South 
has come from retained corporate earnings rather 
than public financing, and a great deal of the busi- 
ness here, particularly mineral and forest resources, 
is still owned by individuals and family corporations. 
A few recent new stock offerings of companies hav- 
ing annual sales over $10,000,000 are listed in the 
accompanying table, but there have been many offer- 
ings of smaller companies. Undoubtedly a great 
many more will come in order to obtain capital needed 
for the continued growth that is confidently expected. 
Analysts may find this a promising region in which 
to follow new business trends. 





Recent New Stock Offerings of Companies in the 
| South Atlantic States Having Annual Sales 
| Over $10 Million 








Year Sales 
Ended (000s} 
| Bluefield Supply Co., Bluefield, W. Va., Whol. 
| mill supplies ......... 12/31/46 $16,302 
| Georgia Hardwood Lumber Co., Augusta, Ga., 
| Lumber and wood products 12/31/46 12,567 
| Hecht Company, Baltimore, Md., Department store 1/31/47 65,378 
| Miller & Rhoads, Inc., Richmond, Va., aaron 
| store 1/31/47 = 22,403 
| Natl. Vulcanized Fibre Co., Wilmington, Del., 
Fibre, plastics, etc. 12/31/46 13,465 
| Thaltheimer Bros. Co., Richmond, Va. ea ‘Department 
| store ati 1/31/47 23,347 
| 











In an exhaustive review submitted in September 
1942 to the National Resources Planning Board on 
the subject of ‘Regional Planning” (Part XI—The 
Southeast), the letter of transmittal by the distin- 
guished regional committee closed with the following 
prophecy: 

“The postwar period will bring many grave prob- 
lems to the Southeast, but it will also provide great 
opportunities. It is toward the realization of these 
opportunities that the further activities of the South- 
eastern Regional Planning Commission are being di- 
rected. Our studies and conferences to date leave us 
firm in the belief that, as part of the larger South, 
the States of our region constitute the Nation’s new 
frontier.” 
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By 


WILLIAM 
A. 
HOWELL 


Al wave of corporation mergers has 
developed, since the end of the war, and this present 
trend seems likely to continue, at an accelerated 
pace, in the period ahead. 

Certain elements are viewing this new develop- 
ment with alarm. And, not surprisingly, some of the 
loudest among them are found in political circles. 
Championing “Little Business” against “Big Busi- 
ness” has been found politically profitable by many 
in the past. 

Already, in the present session of Congress, a half 
dozen anti-monopoly bills have been introduced. In 
general, these new proposals would prohibit practi- 
cally all corporation mergers. 

A bill presented by Senator O’Mahoney, for in- 
stance, would provide that “no corporation engaged 
in commerce shall acquire the whole or any part of 
the stock of another company where the effect of 
the acquisition may be to lessen competition between 
the corporations, restrain commerce or tend to 
create a monopoly of any line of commerce.” 

The latest bill, proposed by Congressman Kefau- 
ver, would “prohibit the acquisition of stock aimed 
to lessen competition or to tend to create a 
monopoly.” 

The wording, “to lessen competition,” is the im- 
portant part of the proposals. If six plants were 
competing (and losing money) in a market previ- 
ously served by two plants, and where perhaps three 
plants might suffice, a merger of three of the six 
plants might reduce overhead and put the merged 
business in the black, but it also might run afoul of 
such laws as now proposed. 


Many Companies Being Consolidated 


In view of the hundreds of corporation mergers 
now taking place, and in view of the efforts to com- 
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bat this trend, it may be 
important to consider the 
conditions and develop- 
ments which have been 
largely responsible for 
the new wave of corpora- 
tion consolidations. 

Important is the fact 
that during the war 
thousands of new manu- 
facturing companies 
came into existence, 
Many on an uneconomic 
basis. 

To meet war needs, 
the demand for certain 
manufactured products 
rose to unprecedented 
levels. Output of raw 
materials was stepped up 
to record heights, estab- 
lished manufacturing 
companies, in their old 
plants, and in new plants, 
increased their produc- 
tion sharply, and the 
c conditions were lush for 

new companies to set up in business. 

Under the wartime pricing regulations, a new 
company could sell its output to the Government on 
a cost-plus basis. Until these wartime pricing regu- 
lations were dropped, such new companies also 
could continue to sell to civilian markets starved 
for certain manufactured goods, the same or similar 
products on the same cost-plus price basis. 

As Government buying tapered off, older, estab- 
lished companies found they were geared for pro- 
duction of their specialized types of products at a 
rate many times normal civilian needs, but with 
cash positions, in some cases, at unprecedentedly 
high levels. In an effort to achieve greater earnings 
on swollen capitalizations, many companies have 
been using cash suprluses to absorb established 
businesses in entirely new fields, hoping by diversi- 
fication of activities to achieve a greater stability 
in future earnings. In other cases, mergers have 
taken place through exchange of stock. 

Newer companies, a great many of which were 
started on a “shoestring,” have been faced with the 
prospect of competition in peacetime markets, where 
wartime demands for their products will not prevail, 
and where they must buck established producers 
that have research departments and sales organiza- 
tions that will be of vital importance in the period 
ahead—when goods must be sold, not just produced. 
Success under normal competitive conditions re- 
quires experience, costly sales organizations and 
capital for constant research and improvement of 
products. 

The above adds up to mergers. The better situ- 
ated of the newer companies can merge, or may be 
absorbed into bigger companies. Others must fall 
by the wayside and already the number of failures 
is high. 

An example of excessive wartime productive ex- 
pansion is found in the electric products field, and 
specifically in radio manufacturing. With the end 
of the war, scores of newer manufacturing com- 
panies were able to switch to production of radio 
sets for the civilian market, and sell in bigger easily- 
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accessible centers, such as New York, thousands of 
sets on a cost-plus basis. As improved products of 
larger companies enter the market, the newer, un- 
known, radio sets are piling up on dealers’ shelves. 

The rapid progress of the United States in radio 
has been due largely to development of large com- 
panies, such as General Electric, Radio Corp. of 
America, etc., which have been able to spend heavily 
on research and sales, have been able to improve 
their products and reduce prices, have been able to 
widen markets, cut costs. 


Raytheon’s Expansion 


A specific instance of a post-war trend in the radio 
industry is provided by activities of Raytheon Man- 
ufacturing Co. Raytheon in the war was in the fore- 
front in radar and various other electronic develop- 
ment work. The end of the war found Raytheon 
with production activities geared to an excessively 
high level, but having valuable patents, engineering 


skill and a relatively strong cash position. In April, 


of last year, Raytheon acquired Belmont Radio, an 
established radio set distributor, with long market- 
ing experience. 

In Raytheon’s last annual report it was stated 
that the company’s future policy will be ‘funda- 
mentally to develop wider markets for its basic elec- 
tronic products, and to seek higher profit margins 


'through manufacture and marketing of a greater 





1 
t 
} 


{ 


number of finished products — all based on the 


vacuum tube, the heart of electronics.” 

Raytheon has plans for operation of a number of 
radio and television stations. The company is in a 
ee to manufacture its own transmission equip- 
ment. 

An indication of the expansion of this company, 
as a result of wartime developments, may be seen 
in the fact that Raytheon’s sales in the year ended 
May 31, 1945 (including Belmont) exceeded $173 
a as compared with less than $3.5 million in 

Electric Boat Diversifies 


Another illustration is provided by Electric Boat 
Co., which built submarines for the United States 
Navy during the war. In June, 1944, stockholders 
of the company approved charter amendments, to 
permit “manufacture and assembly of all types of 


aircraft, synthetic rubber, plywood and plastics, and 
to allow operation of land, water and air craft.” 

Strong in cash (current assets of $14.5 million at 
end of 1946 compared with current liabilities of only 
$1.3 million), Electric Boat in January of this year 
bought from the Canadian Government for $2.5 mil- 
lion all the assets and business of Canadair, Ltd., 
and thus has become a major producer of transport 
airplanes. The Canadian Government during the war 
financed the construction of the Canadair plants, 
which are among the most modern and efficient air- 
plane plants anywhere. Canadair is now making for 
Trans-Canada Air Lines and the Royal Canadian 
Air Force huge transport planes, jointly designed 
by the Canadian Government and Douglas Aircraft, 
and powered with British engines. The company also 
is doing extensive conversion and overhaul work for 
Trans-Canada and a long list of foreign aviation 
companies. 

Electric Boat also has started to produce offset 
presses and other equipment for the lithographic 
trade, recently started construction of aluminum- 
magnesium bodies for leading makes of trucks, a 
new line of motor cruisers, high speed trawlers and 
other water craft, is producing electro-dynamic 
motors and generators for many marine and indus- 
trial applications, is making plastic automobile parts, 
as well as continuing to make submarines for the 
Navy. 

AVCO Corp. in Many Lines 


Still another example is AVCO Corp. (formerly 
Aviation Corp.). This company, prior to and during 
the war, was an outstanding factor in the aircraft 
and airline industries, now controls companies mak- 
ing such varied lines as ships, radios, refrigerators, 
broadcasting stations, kitchen sinks, ranges and 
farm implements. 

Wartime developments also have been the cause 
of many other recent mergers, but for reasons en- 
tirely distinct from the desire of a “war company” 
to maintain earnings on an enlarged capital struc- 
ture through diversification of productive activities. 


Vertical Integration 
As an instance are recent developments in the 


textile industry. In the past, this industry has been 
characterized by a. high (Please turn to page 405) 

















Growth of Working Capital, Sales and Earnings of Selected Expanding Companies | 
| 



































Net 
Working Capital —Sales '$ Million) ——__——_———_ ~——————_Nett Per Common Share 
$ Million 1938-41 1942-45 1945 1946 1947 1938-41 1942-45 1945 1946 1947 
1940 1946 Average Average Fiscal Year Interim Average Average Fiscal Year Interim 
AVCO Mfg. Co. $ 1.0 $28.7 $ 8.4 $51.4 $32.1 $52.8 $25.1 Fe3 def$.0l $.74 $.99 $2.06 $.26 Fe3 
Electric Boat....... 13.0 17.4 21.5 FF 45.4 14.4 2.1 Mr3 2.21 2.59 3.11 1.98 
Loew's... 59.7 97.0 114.3 144.7 175.5 188.5 98.1 (a) 1.83 2.65 2.55 3.52 1.67(a) 
Noma Electric g 8.1 3.4 ho - 13.4 32.4 7.2 Mr3 61 61 .67 2.77 
Pitts. Consolidation Coal. 18.4 49.9 67.2 101.9 115.8 145.4 51.1 Mr3 2.88 2.69 1.32 Mr3 
Raytheon Mfg. 6 18.3 37 85.7 173.0 105.9 46.8 Fe? .09 2.03 3.37 def.35 71 Nvé 
Textron 6 15.8 te 2h2 46.8 104.9 32.3 Mr3 .09 77. def.22 5.88 1.59 Mr3 
(a)—For 28 weeks ended March 13. Nvé—For 6 months ended November 30, 1946. 
Fe3—For 3 months ended February 28. Mr3—For 3 months ended March 31. 
Fe9—For 9 months ended February 28. 
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Hayapening In Washington 





ECONOMIC picture of the United States in the first 
six months will be depicted in detail shortly after 
the half-way mark of 1947 has been passed when 
the Council of Economic Advisers will place before 





WASHINGTON SEES: 


The United States Senate has proved once more 
that it truly is “the greatest deliberative body in. 
the world,” even though different persons may 
make different interpretations of the adjective 
“greatest.” And in the “talkathon” that followed 
President Turman’'s veto of the labor-management 
bill, the senators have demonstrated to themselves 
that filibuster is here to stay, that cloture lived only 
in the parliamentary text. 


Under senatorial rules, debate can be shut off 
only by unanimous consent (which, of course, can- 
not be obtained if any senator desires to prolong | 
it), or through a cloture resolution. which requires 
two-thirds supporting vote. Obviously the foes of 
the pending veto had two-thirds of the votes and 
several to spare. But the senators treasure their 
right to talk any proposition to death. Many who 
voted to override the veto would have opposed 
cloture. They want filibuster preserved for use on 
certain types of bills. Fair Employment Practice 
Committee, anti-lynching and anti-poll tax bills 
for example. 


By-product of the around-the-clock talkfest was a 
weakening of the movement by majority vote. In 
the past, filibuster has largely been a weapon of 
conservative southern senators. This time it was 
led by liberal Senators Glen H. Taylor of Idaho, 
and Wayne Morse of Oregon. They have ap- 
proved the practice of unlimited debate, will be 
reminded of it in the future. 
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President Truman its first comprehensive report. 
There wil be comparative statistics where available. 
Because the President is not obligated to make the 
findings public, it will be significant to note whether 
he chooses to retain the report in his own files or pass 
it on to the public. If he chooses the former course, 
inferences are certain to be drawn and he may elect to 
give it out. Quarterly reports are planned thereafter. 
POLITICAL EFFECT of the President’s vetoes of the 
tax bill and the labor-management code, within Mr. 
Truman’s own party, are difficult to assess. Most of 
the democratic votes to override came from the tra- 
ditionally “regular” southern states. The case for tax 
reduction carries no more persuasion in the south 
than in other sections of the country, but the demo- 
crats from below the Mason-Dixon Line have always 
been in the forefront for labor union curbs. The Presi- 
dent’s victory on the tax bill isn’t likely to cause more 
than a ripple among the dissenters in his party, but 
if the labor bill veto had been sustained the contrary 
might have been true. 

MEAT PRICE rise was not unexpected by the Depart- 
ment of Agriculture because prices of livestock have 
been consistently increasing. Part of this is a seasonal 
reaction. The story that foreign buying caused the 
sharp rise is unfounded, officials in charge of that 
program asure. The former black market operators 
are soon to learn that, in the last analysis, it is the 
housewife who sets prices. Not only is foreign buying 
incapable of any serious impact upon the market, but 
also the present outlook is that the second quarter 
allocation of 155 million pounds will be drawn upon 
to the extent of not more than 125 million pounds. 
VISIONS of a new Home Owners’ Loan Corporation 
are reflected in action by the Veterans Administra- 
tion setting up a Property Management Division. Its 
purpose is to handle disposition of homes when vet- 
erans default on GI loans and it comes little more 
than one year after provisions for guaranty of such 
loans were promulgated. The Veterans Administra- 
tion is trying to discourage GI’s from purchasing at 
current market prices, believes there is a sharp drop 
ahead, whether or not a depression sets in. It’s too 
early for the new Division’s services to be brought 
into play and it’s doubtful that a pressured Congress 
would allow many veterans’ homes to go on the block 
without enacting a counterpart of HOLC. 
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With their prime objective knocked out by a suc- 
’ cessful Presidential veto (the tax reduction bill, 























































record) the Republicans have fixed July 26 as the date 
for adjournment. Meanwhile, the potential effects of 
the measure and the veto are being appraised. Foregone 
conclusion is that a major political issue has been found. 














Only such party-indorsed measures as army-navy 
unification, the Presidential succession bill, log- 
jammed appropriations bills, and noncontroversial items 
recommended by the White House will be touched upon in 
the closing days. 



































eport. Somewhat frustrated Republican leaders have failed 
“ee to agree upon what should be done with the Wagner-Taft 
i Ellender housing bill, the universal military training bill, and some other important 





. pass legislation. Likelihood all of it will be passed over. 





























sue Decision still to be made is whether to quit next month sine die, in which 
after. event only the President could call the membership back for a special session; or 
f the whether to simply recess, subject to recall at the will of the majority party leader- 
n Mr. ship. President Truman naturally favors the former course, thinking in terms of the 
ost of international situation and of the importance of having this club over the heads of 
sti non-cooperating foreign powers. The Republicans are inclined to favor the latter. 


They're thinking mostly of domestic issues. 























south 
Jemo- Regardless of whether Congress returns to Washington in the Fall or waits for 
— the regular January meeting time, there will be no further effort this year to put 


more through a tax reduction bill. To do so would require a retreat from a rigidly-held 
y, but position, or re-enactment of a measure would invite a second veto. From the practical 
trary politician's viewpoint, the GOP would lose its campaign issue if a tax bill is put 


through in time to give the taxpayers relief by next year. .Relief wasn't promised 


spart- before 1948 anyway. 
have 


sonal In sharp contrast to the programs under Democratic control of Congress, 
Pie social and reform legislation is not docketed for action before the lawmakers leave 
Bh in Washington. Shelved are the FEPC bill, anti-poll tax legislation, minimum wage 

is the increases, and expansion of social security coverage. Federal aid for education 
uying has been stalled, and the bill for creation of a new Department of Education, Welfare 


— eee ae 


— and Security won't make the grade. 
larter 

































































upon The power of demands generated behind the movement to give the Maritime 
junds. Commission authority for continued operation of oil tankers is likely to squeeze that 
‘ation measure into the agenda for pre-adjournment attention. Steersman Robert A. Taft has 
nag been won over. The danger of a serious 0il shortage in the eastern section of the 
sep country determined his course. 


eos Government, operation of tankers is but one of several factors which must be 


istra- See : - : 
ng at serious problem. More pipelines are in prospect, some tank cars will come into ser- 
» drop vice it is hoped, and the Weather Man must cooperate by providing a late and not too 
’s too severe winter. 

ought 
gress 
block 
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The "Voice of America", which has created more cea tovenis per dollar in- 





volved than a any’ any other proposition that has come “come before the current Congress, ress, will be ~ 


— SS — eS -—O— 


virtually silenced. Secretary Marshall asked for 34 million dollars to continue the 
worldwide information programs. Congress is disposed to grant about 6 million 
dollars, take the preparation of radio scripts out wad the State Department and put 
it in the hands of commercial companies. 


Sugar is likely to present a serious problem to Copgress when it returns to 
Washington. There isn’t time to assess its potentialities, and the facts won't all 
be in, ‘before the Congressmen go back home. The Cuban crop now.is being estimated at 
about 6.5 million tons. Growing concern is being felt as it is realized that surplus 


sugar is in prospect, and soon. 


Foreign countries which were scrambling for allocations are turning ‘ties 
back, preferring to use dollars for grain and flour. Per capita - consumption in the 
United States is suspected to be off after five years of rationing. The end of 
rationing also is causing jitters. It will see the end of pantry stocks and of pur- 
chases and five- and ten-pound lots by housewives. Congress faces the probability of 
@ very large price support headache. s 


The government is beginning to buy new crop wheat. Commodity Credit Corpora- 
tion is convinced prices should be adjusted downward but, doesn't want to take the 
responsibility for pushing the market up or down while equalling this year's pur- 
chases for export. 


Here is what is likely to be done by CCC: the quantity to be purchased by the 
government will remain a secret. The price to be paid will be determined on a day-to- 
day basis, taking into consideration not only the current market and futures quota- 
tions, but also allocations, shipping schedules, and some guesswork. The objective 
will be to buy and move up to 75 per cent of the export requirements before the end of 
the year. 

























































































Housewives who have been throwing a dash of synthetic detergents into the 
dishpan in recent months may not realize that they are launching a new enterprise 
into big league competition. No reliable production figures are available on these 
petroleum by-products but current guesses are that about 300 million pounds will be 
consumed annually at the current production rate. 


Saving of fats is estimated at 100 million pounds -- soaps use up to 38 per 
cent fat while the synthetic detergents rarely require more than 10 per cent. Large 
oil companies foresee a huge market and are making their plans accordingly. 


Present, indication is that the oil companies will make the ingredients for 
the soap manufacturers but remain out of the distribution side. The combination of 


the big oil companies and the big soap companies is likely to result in intensive 
competition that is certain to have an impact on the independents. 
























































Students of political systems will find another interesting facet of the 
British labor government in a recently enacted farm bill. It proposes to, guarantee 
the producer fixed markets for his products -- provided he isn't found by the Minister 




















of Agriculture to be "inefficient." If he falls into that category, the bill provides 


an agricultural land commission will take over operation of his farm. 





Washington's real estate lobby, which was powerful enough to put the national 
housing bill on ice for this session of Congress, is viewing a new trend in realty 
with apparent approval. It announced recently: "More and more corporations are weigh- 
ing the advantages of owning their own structures as compared with long-term leases. 
Latest deal to highlight the trend was the recent sale of the Squibb Long Island 
plant to Mutual Life Insurance Co. Squibb promptly leased the building back for 25 
years, plus renewal rights." 
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By V. L. HOROTH 


Pkeier the first months of this year, our exports 
to Latin America reached an unprecedented rate of 
$3,800 million a year. If anybody would have dared 
—only a year ago—to put our Latin American ex- 
ports at such a figure, he would have been considered 
somewhat out of his right mind. The figure borders 
on the fantastic. It is about eight times as high as 
our pre-war exports, and nearly five times as high as 
our Latin American exports during the prosperous 
late "Twenties. Our 1946 exports to the 20 Republics 
south of the Rio Grande reached $2,100 million, a 
record up to that time. 

If Latin American imports from us are at the rate 
of $3,800 million a year, her overall imports are prob- 
ably at the rate of about $5,250 billion a year. That 
also is a figure the magnitude of which is hardly 
realized. It represents over one-fourth of the total 
national income of Latin America. To make a com- 
parison with the United States, this is as if we were 
importing foreign goods at the rate of about $40 bil- 
lion a year. 

How can the present unprecedented level of Latin 
American imports from the United States be ex- 
plained? Probably it is the consequence of a number 
of circumstances. (1) The United States occupies a 
dominant position. Because we have ready goods to 
sell, we have Latin American markets more or less 
to ourselves. Instead of supplying about 30 per cent 
of Latin America’s imports, as we did before the war, 
we now furnish nearly 70 per cent of her imports. 
This will be seen from the accompanying chart. The 
competition from Europe has been thus far limited 
to a relatively few products, but it is becoming more 
intensive. 

(2) Latin America’s deferred demand for goods, 
particularly industrial products, is huge. At the same 
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Photo by Press Assoc. 
Argentina’s President Juan Peron, after 
stormy relations, seems headed for 
more cooperation with U. S., due partly 
to his antagonism to communism. 





Mexico’s President Miguel Aleman 
has been building increased good- 
will and trade relationships with U. S. 


time, the purchasing power of Latin American coun- 
tries has never been higher. Owing partly to inflation 
their national income, measured in dollars, has about 
doubled since 1939. Moreover, this purchasing power 
has been kept high by the maintenance of exchange 
rates at levels that are unreal, considering that prices 
in most Latin American countries are much higher 
than in the United States. Hence, as another factor 
that has contributed to the unprecedented volume of 
our goods flowing to Latin America, one may add: 
(4) the low prices of our industrial products (which 
are usually also technically superior) as compared 
with the local products. Finally, (5) a practical dou- 
bling of our own export prices since 1939, has also 
been an important factor in bringing up our Latin 
American exports to the present level. 


Chances of Maintaining the Present Export Rate 


Latin America is perhaps our most natural and 
most valuable customer. The reason is simple. In con- 
trast with Europe and other parts of the world, our 
exports to Latin America have not been dependent 
upon loans or gifts. Latin America has been paying 
with the proceeds of her own sales or by drawing on 
the wartime accumulated gold and foreign exchange 
reserves. Because of this, the question undoubtedly 
foremost in the minds of the industrialists and trad- 
ers who do business with Latin America and who 
want to stay in that business, is: how long can Latin 
America keep on buying from us at the present rate? 
To what extent will the accumulated gold and dollar 
reserves sustain our present export rate? 

Some people, including many businessmen, believe 
that the United States is slipping unless we are con- 
tinually establishing new records, be it in domestic 
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sales or in exports. The honest answer to the first 
question is that the present level of our exports to 
Latin America is altogether too high—even consider- 
ing that prices are nearly twice as high as they were 
before the wars—and that it would be foolish to try 
to keep it indefinitely at the present “boom and bust” 
level. It would have been much better if our exports 
to Latin America had not sky-rocketed to the pres- 
ent volume, not only from the viewpoint of spreading 
business here more evenly, but also from the view- 
point of preventing considerable losses. Most Latin 
American ports are jammed by the flood of American 
goods pouring into them. Steamers wait for days to 
unload their cargoes. The facilities for the distribu- 
tion of the goods are inadequate and they have been 
accumulating at railway and highway distributing 
points—often exposed to tropical weather conditions. 
The reports of goods being abandoned and of severe 
losses to both exporters and importers are on the 
increase. 

Moreover, it is inconceivable that Latin America 
—as a whole — could. import goods from us at the 
present rate for any length of time. Possibly a few 
individual countries could do it: Argentina, Uruguay, 
Cuba and the Dominican Republic. But Latin Amer- 
ica as a whole can do it for only a few months, pos- 
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sibly for the rest of this year—unless the United 
States lends Latin America the dollars to buy our 
goods, or unless we lend dollars to Europe. These dol- 
lars spent freely by Europe could then be used by 
Latin American Republics to buy goods in this 
country. 


The Drain on the Exchange Reserves 


If Latin America is going to buy goods from us— 
without us lending her the dollars to do so—at the 
fantastic rate of $3.8 billion a year, and if she is go- 
ing to buy an additional $1.5 billion of goods from 
other foreign countries, as she is doing at present, 
she must do two things: (1) be able to export goods 
at the annual rate of at least $4.5 to$5 billion, and 
(2) be able to convert into dollars most of the for- 
eign exchange that she receives from the countries 
other than the United States. Otherwise she will be 


forced to use her accumulated gold and dollars at} 





such a rate that in less than two years she will) 


scrape the bottom of the barrel. 

On the basis of the present trade figures, the gap 
in Latin America’s international transactions with} 
the United States will be at least $2.0 billion in 1947. 
While buying from us at the annual rate of $3.8 bil- 
lion, Latin America is selling us goods at present at 


the annual rate of about $2.2 billion. This.is not al 


small figure in comparison with the wartime export 
rate of about $1.6 billion, but it is not enough. To the 
estimated $1.3 billion which Latin America must find 
to finance her import trade balance with us, must be 
added several hundred million dollars representing 
payment for transportation charges due to us, and 
the annual dividend and interest bill. It is doubtful 
that Latin America’s export surplus with other coun- 
tries will provide that many dollars. Not only is this 
export surplus much smaller than the import bal- 
ance, in the trade with the United States, but a sub- 
stantial part of the export surplus is in the curren- 
cies inconvertible into dollars. Hence, a heavy draft 
this year on the wartime accumulated reserves of 
gold and dollars seems inescapable. 

It seems that the gold and foreign exchange re- 
serves of individual Latin American countries have 
already been under severe pressure. Mexico, Colom-| 
bia, Chile, Bolivia, Peru, and Ecuador are reported to 
have lost from 25 to 40 per cent of their reserves 
already. The Brazilian reserves, still about $670 mil- 
lion, are down about $50 million from the peak. The 
decline of about $350 million in Argentine holdings 
seems to have been due largely to the repatriation of 
public debt and the purchase of foreign-owned rail- 
ways and public utilities by the Argentine Govern- 
ment. However, in the last two or three months even 
Argentine reserves have apparently been under pres- 
sure because of too heavy imports, and it is rumored 
that Argentina is now shipping gold to New York. 





On the other hand, the gold and foreign exchange 
reserves of Cuba, Venezuela, the Dominican Repub- 
lic, and Salvador are still on the increase. The re- 
serves of a number of other countries, Uruguay, 
Guatemala, and Paraguay are stationary. According| 
to a reliable estimate, the reserves of 18 Latin Amer-| 
ican countries declined about $500 million from the 
peak to roughly about $4 billion as of the end of 
April 1947. Apparently they are being drawn down 
at the monthly rate of about $100 million. 


Import Restrictions 
In most Latin American countries import restric- 
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tions were relaxed during the war and during early 
part of 1946, while gold and dollar balances were ac- 
cumulating. In order to relieve inflationary pressure, 
the idea was to get almost any kind of imports. This 
trend has been completely reversed during recent 


months. Through import licensing, the individual 
Latin American countries are trying hard to lessen 
the drain on their gold and dollar resources,, or at 
least to divert their spending to capital goods and 
essentials. With the exception of Cuba, Panama, 
Guatemala, Haiti, the Dominican Republic and El 
Salvador which have not introduced foreign ex- 
change or import restrictions as yet, Latin American 
countries have been braking the flow of imports 
through the tightening of import controls or by mak- 


ing the dollars that can be used for the payment for 


non-essentials, more expensive. In Peru, for example, 
the bidding for free dollars (that can be used for 
non-essential imports) has lifted the free market 
quotation of the dollar from about 8 soles (the official 
rate is 6.5 soles) to 12 soles to the dollar. 

Mexico, Colombia, and the West Coast Republics 
have now elaborate import licensing systems that are 
subject to frequent changes. In Chile, Peru, and 
Ecuador the issuance of import licenses is limited to 
the foreign exchange created by current imports. 
Even at that collections are being delayed—not that 
the importers have no local currencies, but because 
there are no dollars available for certain goods. In 
order to accommodate the Chilean Government sev- 
eral foreign concerns operating in the country are 
said to be paying their taxes in advance in dollars. 
The tightening exchange situation is apparently 
causing substantial losses. Goods are piling in ware- 
houses awaiting the issuance of import permits. In 
some countries collections have slowed down because 
a greater availability of imported goods has lead to 
a drop in prices. Some importers cannot dispose of 
the goods on hand except at a loss. 


Prospects for Latin American Exports 


There has been still another reason why the in- 
dividual Latin American countries have moved to 
conserve their gold and dollar resources by restrict- 
ing their purchases to the es- 
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America’s wartime monopoly in a number of tropical 
products is over. However, in talking about 20 Latin 
American Republics which include such widely differ- 
ing countries as, for example, Haiti and Argentina, 
one is a constant danger of oversimplification. There 
are always exceptions, and this is true also about ex- 
port prospects. The prospects for the continuation of 
Cuban exports at the present level, because of sugar 
shortage, are excellent. Much the same is true about 
Venezula; her petroleum export will probably con- 
tinue booming. And the revival of banana exports 
should help the countries of Central America. 

The decline of Latin American exports has also 
been indicated by the shift in the purchases of Eur- 
ope and other countries. These purchases, it must be 
remember were in 1946 fully as large as our own 
purchases from Latin America. There are indications 
that, with the UNRRA out of the picture and the 
prospect of poor crops this Fall, Europe has already 
begun to expand its purchases to such essentials as 
wheat, at the expense of such “non-essentials” 
coffee, cocoa, and vegetable oils. This development, 
while bullish for Argentina (Please turn to page 399) 
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SELECTED BY OUR STAFF 


I n these days when wise investors are in a strong 
cash position, many have made careful plans to em- 
ploy their surplus funds along well defined lines when 
an opportune time arrives. Through establishing 
policies to aver, age portfolio costs down or by advance 
study of promising new additions, they have readied 
themselves for prompt action to achieve stable in- 
come or strengthen potentials for future apprecia- 
tion.. But not everyone is blessed with so much far- 
sightedness. Hence to assist those of our readers still 
indecisive as to selectivity, we have chosen six con- 
cerns for discussion that in our opinion warrant more 
than usual confidence. On following pages will be 
found condensed analyses of these various companies, 
along with statistical evidence of their current status 
and a ten-year chart recording security price fluctua- 
tions, earnings, dividends and changes in working 
capital. 

The angle by which we have approached this special 
task is slightly different from that commonly em- 
ployed by us. That is to say, in making our selections 
we have first picked out half a dozen important and 
promising industries, and scanned their components 
to detect one in each which for one or more reasons 
appears to hold unusual promise under current con- 
ditions and those likely to evolve during the medium 
term. In other words, a sound financial position, dy- 
namic management and indications of aggressively 
expanding earnings, have weighed more heavily in 
our scales than mere factors of size or past dominance 
in any of the industries under inspection. By use of 
this yardstick, it seems as if a well timed purchase 
of shares in these special concerns would assure both 
satisfactory income and ultimate price enhancement, 
the dual goals of most investors, and usually the most 
difficult to reach. Over long periods, prices for shares 
of high grade companies usually preclude a really 
attractive yield; the outlook for possible appreciation 
is fundamentally uncertain. Under current conditions, 
when a bear market has been in progress for more 
than a year, the time is approaching when well chosen 
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selections can be made with above average confidence, 
whether income or capital gains is the prime motiva- 
tion. As to the timing of acquisitions, followers of our 
market specialist, Mr. A. T. Miller, would do well to 
heed his advice, appearing in every number of the 
Magazine of Wall Street. 


Aggressive Management Vital 


Often overlooked in the study of investment stocks, 
and indeed quite as hard to uncover, is the element of 
sound but aggressive management. Plenty of con- 
cerns enjoy long records for earnings stability, fairly 
certain evidence that their affairs are in the hands of 
conservative executives. The roster of companies with 
unimpressive or variable records, on the other hand, 
is a longer one, especially if prewar years are taken as 
basis. The rich experience gained by industrialists 
since Pearl Harbor is bearing fruit, though, by debt 
reductions, peak working capital positions and newly 
unfolding opportunities. In the competitive race now 
under way, signs of new vitality are clear in the 
progress of some long established giants in the field, 
but perhaps of more interest to investors are those 
enterprises where executive talent, imagination, and 
push have brought them markedly upstage in their 
respective industries. Concerns with these special 
characteristics, aside from growth fundamentals in 
the usual sense, could display a degree of strength 
in the competitive arena which might lead to in- 
creased profits and dividends over a reasonable period 
or cushion the impact of a possible general recession. 
Regardless of bear market prices now, should the 
future progress of these dynamic concerns bear out 
present optimistic appraisals, their share prices in 
due course might reflect this circumstance with an 
impressive upward trend. As in each of the cases we 
have selected, different factors naturally combine to 
establish our "favorable opinion, the brief outlines of 
the six companies on the following pages should be 
studied in their individual lights. 
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SHARP & DOHME 
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NATIONAL CONTAINER 




















Funded Debt: $4,713,771 
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SHARP & DOHME, INC. 


BUSINESS: Outgrowth of a business established in 1845, this enterprise 
has achieved a high rank among producers of ethical drugs. In all some 
850 kinds of various items are included in its output, including sulfur 
drugs and blood plasma. Subsidiaries operate in Canada, Mexico and 
England. 


OUTLOOK: With practically no reconversion problems to solve, Sharp & 
Dohme has been able to hold its sales close to the abnormally high 
levels of war years, for worldwide demand for ethical drugs for civilian 
use has proven to be very large. Had not lack of supplies been an ad- 
verse factor, capacity operations would have been achieved ever since 
V-J Day. This situation is now greatly improved, enhancing the outlook 
accordingly. Emphasis upon large scale research has resulted in numerous 
new and essential drugs, outlays for this purpose alone having risen by 
$200,000 in 1946 compared with 1945. As a result of aggressive policies 
in the field of research, 54% of last year’s sales represented items de- 
veloped during the past decade. From one of these alone, Sulfadiazine, 
an arbitration board recently awarded the company $1,750,000 in royalties 
claimed from another concern. Because of current world conditions, pros- 
pects for continued large sales and profits hold much promise, although 
for how long is uncertain. For many years past the company's net earnings 
have kept well in the black, though variable at times. Acquisition recently 
of a large modern plant from WAA should help to stabilize profits, 
though they may not continue indefinitely at last year's pace of $2.84 
per share. 


DIVIDENDS: Quarterly dividends equal to 25 cents per share during the 
past five periods represent a steady uptrend since 1941. Prior to that 
date for more than a decade all net earnings were retained in the busi- 
ness, after payment of dividends on the preferred. 


MARKET ACTION: Range thus far in 1947 has been high—3334, low— 
























































NATIONAL CONTAINER CORPORATION 


BUSINESS: Company and its subsidiaries are outstanding in the field 
of fibre shipping containers, both from the angle of completely inte- 
grated operations and their large number of established industrial 
customers. Mills and timberlands are located mainly in the South Atlantic 
States. 


OUTLOOK: As a producer of kraft pulp, paperboard, corrugated and 
solid fibre containers, folding cartons and weather-proof boxes, National 
Container through aggressive sales management has become strongly 
entrenched with more than 4000 industrial customers throughout the nation. 
In late years the efficiency of this kind of shipping material as to both 
weight and strength, hes brought it increasing popularity in a highly 
competitive arena. Due to the character of its markets, the business is 
sensitive to changes in industrial activity, though under reasonably 
good conditions sales are stabilized by rapid repeat demand. Cost con- 
trols are enhanced by use of the most modern equipment in factory and 
forest, and the company’s engineers are constantly alert to design or 
utilize the newest improvements available. Through selected -acquisitions 
of other concerns, the size of the company has steadily expanded. Sales 
last year were more than five times the level of 1939, while net per share 
tose to $6.83 against a relative $1.08 eight years ago. While volume 
and profits may soon taper off, this concern seems well able to hold its 
own under competitive conditions. 


DIVIDENDS: Since 1934 dividend payments have been regular, though 
varying somewhat in amount. Last year’s payments of $1.25 per share 
plus a distribution in stock have been been followed by a rate of 75 cents 
per share for the first two quarters of 1947. 

MARKET ACTION: Recent price—375 as against a 1947 high of 40% 
and a low of 32!/4. 
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18, and the recent price—21. Dec. 31, Dec. 31, 
1941 1946 Change 
ASSETS (000 omitted) 
COMPARATIVE BALANCE SHEET ITEMS Ca... . $ 720 $ 4,232 +$ 3, ” 
Marketable securities . cecspetiesiaicigbaicheaees 49 145 - 
Dec. 31, Dec. 31, Receivables, met nn ccccccccccscccssscsenee 893 2,443 + By ase 
1 1946 Change Inventories 858 3,749 + 2.891 
ASSETS (000 omitted) Other current assets... MS SES 12 12 aera 
Cash $ _ 973 $ 2,408 +$1,435 TOTAL CURRENT ASSETS... 2,532 10,581 + 8,049 
Receivables, net 3,171 4,396 + 1,225 Plant and equipment... ennnnnnes 7,062 19,009 t 11,947 
Inventories 6,069 9,297 + 3,228 Less depreciation .............. 1,342 7,840 + 6,498 
TOTAL CURRENT ASSETS ett hacemos 10,213 16,101 + 5,888 Net property ~ 5,720 11,169 + 5,449 
Plant and equipment 4,901 6,309 + 1,408 Other assets ... 286 2,090 + 1,804 
Less depreciation 2,122 2,684 + 562 TOTAL ASSETS $8,538 $23,840 +$15,302 
Net property 2,779 3,625 + 846 
Other assets 13 320 + 190 LIABILITIES 
TOTAL ASSETS $13,122 $20,046 +$6,924 Notes payable . $ 210 $ 2,155 +$ 1,945 
Accounts payable ‘and accruals aa Lie - 
eserve for taxes 804(a 6 
LIABILITIES TOTAL CURRENT LIABILITIES... . tao 5,650 + 4,291 
Accounts payable and accruale................. $ 571 $ 986 +$ 415 Minority interest 000... eagantees 219 + 219 
Reserve for taxes 706 3,246 + 2,540 Deferred liabilities .......... oa eschais 1 1 
Other current liabilities 403 pas a — 403 sel term debt 299 1,600 + Lt 
TOTAL CURRENT LIABILITIES... 1,680 4,332 + 2,552 Long term debt... nnnnnnnnnn 2,008 3,114 + 1,106 
Reserves 354 1,326 4. ae Capital 330 1,874 + 1,544 
Capital 9,075 us 7 Surplus 4,542 11,382 + 6,840 
Surplus 5,413 + 3,325 TOTAL LIABILITIES |... cen ereeny ae . $8,538 $23,840 +$15,302 
TOTAL LIABILITIES $20,046 +$6,924 WORKING CAPITAL. ......... $1,173 $ 4,931 +$ 3,758 
WORKING CAPITAL ... $11,869 +$3,336 CURRENT RATIO 1.9 Tei ti‘(<(iéwimemnmpes 
CURRENT RATIO 3.8 — 2.3 (a)—After deducting 851,700 U. S. Tax Warrants 
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PACIFIC MILLS 


BUSINESS: Company is one of the larger domestic producers of various 
textiles, including cotton, rayon and woolen fabrics, with a business ex- 
perience dating back to 1850. Production of worsteds and woolens is 
centered in Massachusetts, and of cotton goods in South Carolina. 


OUTLOOK: While the 1946 bonanza characteristic of the entire textile 
industry may pass into history in the near term, thus far in 1947 Pacific 
Mills dollar sales have been running at a rate approximately a third 
above last year’s excellent showing. Volume for 1946 amounted to $78.3 
million, and per share net earnings to $11.99. Net per share of $1.68 in 
the first quarter of 1947 compared with $1.30 for the comparable period 
last year. It cannot be expected that under normal competitive conditions 
net earnings such as those achieved during the past eighteen months 
will be possible. But an alert management has completely modernized 
the facilities since Pearl Harbor, and because of Government priorities 
at a cost of from 25% to 50% below current levels. Three high cost and 
obsolete Northern plants were abandoned and all cotton operations 
transferred to the South. From an operational view, accordingly, the 
company is well fortified to meet increasing competition. At the begin- 
ning of the current year, working capital of $27.3 million had risen $5 
million in a 12 months period, and the realtionship of current assets to 
current liabilities stood at better than 7 to I. 


DIVIDENDS: Prior to 1925 no interruption of dividends had occurred 
since 1863, but during several subsequent periods ommissions featured 
the record, including 1938 to 1940. Since then, distributions trended up- 
ward to a peak of $2.75 last year, plus a stock dividend of 5%. Based 
on last year's dividend, the current yield would be 9.2%. 


MARKET ACTION: A recent price of 29 compares with a 1946 high of 
48 and a range in 1947 of high—39!/2, low—255. 


COMPARATIVE BALANCE SHEET ITEMS 






































Dec. 31, Dec. 31, 
1941 1946 Change 

ASSETS (000 omitted) 
Cash $ 968 $ 4,594 +$ 3,626 
Marketable securities 00sec ss aesalnaes 5,236 + 5,236 
Receivables, net 9,882 6,302 — 3,580 
Inventories 15,974 15,574 — 420 
Other current assets......... ES ee ee Vom Wl 76 ot 76 
TOTAL CURRENT ASSETS... 26,844 31,782 + 4,938 
Plant and equipment.............. 25,285 35,551 + 10,266 
Less depreciation ........... 15,224 18,525 + 3,301 
Net property 10,061 17,026 + 6,965 
Other assets ...... 386 458 + 72 
TOTAL ASSETS $37,291 $49,266 +$11,975 
LIABILITIES 
Notes payable $ 5,675 ees —$ 5,675 
Accounts payable and-accruals........ 2,476 $ 3,139 +. 663 
Reserve for taxes... 1,578 1,115 a 463 
Other current liabilities. ee ee 209 ao 209 
TOTAL CURRENT LIABILITIES... 9,729 4,463 — 5,266 
Defered liabilities ............. eet FEMS 1,386 + 1,386 
Reserves 7,147 + 4,647 
Capital 19,806 tinea 
Surplus 16,464 + 11,208 
TOTAL LIABILITIES $49,266 +$11,975 
WORKING CAPITAL $27,319 +$10,204 
CURRENT RATIO 7.4 + 4.3 








SUNSHINE BISCUITS, INC. 


BUSINESS: In the special field in which this company operates, Sunshine 
(formerly Loose Wiles Biscuit Co.) is a strong contender. The business 
is well integrated, milling all the flour for its 350 packaged crackers, 
cookies, etc., besides operating a carton and printing plant. Output of 
“Vassar” chocolates and candies enhances diversification. 


OUTLOOK: Dealing principally with low priced food items, widely ad- 
vertised for years past, the business of Sunshine is of a character that 
appears to be resistant to the impact of generally depressive periods. 
For a full decade prior to the war, for example, while earnings varied 
somewhat their general stability was most impressive. The move last year 
to identify the company name with its best known brand indicated shrewd 
managerial policies. Although volume during war years doubled previous 
achievements, sales of $76.3 million in 1946 showed only a moderate dip, 
and with relief from EPT per share earnings rose sharply for a high 
record of $6.23. First quarter of 1947 net per share of $1.57 compared 
with $1.38 for the relative 1946 period. With plants and branches strate- 
gically covering the entire country, and with a strongly entrenched trade 
position, Sunshine appears to be forging ahead in line with increased 
public purchasing power. During the past five years, working capital has 
grown to peak proportions of more than $14 million. 

wi ER tiene ato Pog. mE ¢ 
DIVIDENDS: Since !927 Sunshine Biscuit has paid dividends cies a 
single interruption. Dividends have trended upward from $1 per share in 
1941 to the present rate of $3 annually. 


MARKET ACTION:Top price for these shares in the current year was 


45'/s and the low was 32%, compared with a recent price around 38. At 
this level, the present dividend rate indicates a yleld of about 7.9%. 


COMPARATIVE BALANCE SHEET ITEMS 


















































Dec. 31, Dec. 31, 

1941 1946 Change 
ASSETS (000 omitted) 
Cash $ 2,838 $ 6,005 +$3,167 
Receivables, net 2,418 2,775 + 357 
Inventories 6,615 11,590 - 4,975 
TOTAL CURRENT ASSETS... 11,871 20,370 + 8,499 
Plant and equipment 20,271 20,646 + 375 
Less depreciation ......... 8,867 9,234 + 367 
Net property 11,404 11,412 = & 
Other assets wes 1,133 — 8,200 
TOTAL ASSETS $32,608 $32,915 +$ 307 
LIABILITIES 
Notes payable eo —$3,500 
Accounts payable and accruale................ 850 $3 1017 + 2,167 
Reserve for taxes 1,096 Ee '332(a) 2,236 
TOTAL CURRENT LIABILITIES... ©5446 6,349 ~ +7 903 
MRI RTRNININ ci ccccccccssissctcnccccoscasecvccincrcnsishescicicincscs, “TORN, = ciguaetuceects — 4,000 
Reserves 2,505 + 2,122 
Capital 12,765 ee 
Surplus 11,296 + 1,282 
TOTAL LIABILITIES $32,915 +$ 307 
WORKING CAPITAL $14,021 +$7,596. 
CURRENT RATIO 3.2 + 1.0 





(a)—After deducting $1.8 million U. S. Tax Notes. 
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BUSINESS: Production of high grade specialty steels, such as stainless, 
alloy, tool, and silicon, absorbs most of the capacity of this concern’s 
seven manufacturing plants. Sales of “Allegheny Metal” and other stain- 
less steels are made to a large number of different industries. 


OUTLOOK: Wartime development of new alloys and processes has 
greatly broadened the horizon for Allegheny Ludum with the result that 
its sales of stainless steel last year reached a record level. The corrosion 
resisting qualities of the stainless alloys appear to offer unlimited oppor- 
tunities for exploitation in practically every field involving durable items, 
from industrial equipment, transportation, electrical goods, food process- 
ing to domestic items for the home. Large scale laboratory and market 
research seems to be keeping the company well abreast of its competitors. 
Production of everything from steel ingots to sheets, bars and wire provide 
desirable diversification. To modernize its facilities, with potential benefit 
to profit margins, the company plans to spend in all about $15 million 
and entirely out of earnings. About a third of this program has been 
accomplished already and the balance will be spread comfortably over 
near term years. Although current working capital of about $22 million 
contrasts with $13.6 million in 1944, the company has arranged a bank 
credit for $10 million at 2% for use if needed. Allegheny retired all of 
its preferred stock in 1944 and has no bonded debt. Except in occasionally 
poor years, net earnings have been satisfactory since 1905. Per share net 


of $5.12 last year compared with $2.68 for 1945. 


DIVIDENDS: Only during two years (1932-33) has this company or its 
predecessor failed to pay dividends since 1905. $2 per share was paid in 
1945-46 and the iatest quarterly distribution was 40 cents per share. 


MARKET ACTION: Recent price—34, compared with a 1947 range of 
48-32. Top price in 1946 was around 61. 












































BUSINESS: Company and its subsidiaries operate the Gimbel stores 
in New York, Philadelphia, Pittsburgh and Milwaukee, Saks 34th Street 


in New York and several other stores in various parts of the country. 


OUTLOOK: For the year ended January 31, 1947, this aggressive de- 
partment store group sold $293.3 million of merchandise, far more than 
in any previous year. In view of heavy markdowns during the later months, 
and establishment of an inventory reserve of $5.5 million the achievement 
of earning $6.46 per share on the common shares was most creditable. 
In 1945 the showing was $2.50 per share. In late years this concern has 
exhibited speed in developing promotional programs of decided origi- 
nality and its control of inventories under difficult conditions has been 
impressive. Despite the recent flux in prices and merchandise adjustments, 
Gimbels last year did not have to draw upon its reserves and the rela- 
tionship of inventories to sales changed only a few percent compared 
with 12 months previous. Gross profit margins, too, changed little from 
those of the year befote. All of these things show skilled management 
and promise well during the uncertain period now beginning to evolve. 
While chances are that net earnings may trend downward somewhat in 
the near term, the full year showing will be good compared with years 
prior to 1946. 


DIVIDENDS: Variakle earnings in the prewar decade induced the 
management to build up.working capital rather than favor shareholders. 
In late years, though, payments began at 45 cents per share in 1943, 
increasing to 75 cents per share in 1946 by steps. The current quarterly 
rate of 12!/5 cents seems secure. 


MARKET ACTION: Rather strong leverage characteristics lend consider- 
able volatility to the equity shares. A recent price of 2134 compares with 
a high of 42 and a low of 17!/g for 1947. 


COMPARATIVE BALANCE SHEET ITEMS 





Jan. 31, Jan. 31, 
COMPARATIVE BALANCE SHEET ITEMS 1942 1947 Change 
: ASSETS (000 omitted) 
Dec. 31, Dec. 31, Cash $ 2,060 S$ 6,846 L$ 4,786 
1941 1946 Change Marketable securities ...... ‘ 160 164 4 
ASSETS (000 omitted) Receivables, net 17,453 31,481 14,028 
Cash .. $ 2,989 $ 8,631 $5,642 Inventories 17,810 53,684 35,874 
Marketable securities cesses 232 2,992 2,760 Other current assets 476 _ 474 
Receivables, net 7,566 8,070 £04 TOTAL CURRENT ASSETS 37,959 92,175 + £4,216 
Inventories Lan epee 14,218 16, aT 2,056 Plant and equipment. 63,315 52,961 — 10,354 
Other current assets. 5 1 Less depreciation . 18,854 19,038 + 184 
TOTAL CURRENT _— 25,010 wanes 10,972 Net property 44,461 33,923 — 10,538 
Plant and equipment... 38,173 43,796 5,623 Other assets 4,541 3,599 — 942 
Less depreciation 20,049 28,593 8,544 TOTAL ASSETS $86,961 $129,697 $42,736 
Net property . 18,124 15,203 — 2,921 
Other assets 0... soli erases eeas 554 22 — 326 LIABILITIES 
TOTAL ASSETS $43,688 $51,413 +$7,725 Notes payable . $ 4,949 $ 5,315 +$ 366 
Accounts payable and accruals 7,064 16,340 9,276 
Reserve for taxes 761(a) 13,822 13,061 
LIABILITIES Other current liabilities 32 3,934 3,502 
Accounts payable and accruals............... $ 5,021 $12,365 +$7,344 TOTAL CURRENT LIABILITIES 13,206 39,411 26,205 
Reserve for taxes ie 1,564 — 5,£96 Deferred liabilities 705 t 706 
TOTAL CURRENT LIABILITIES... 13,929 “ae Eo ie? oy es 
Minority interest 515 — 55 ee . ’ : 
Becarvas 675 | 429 Capital ........ : 23,865 27,052 3,187 
Capital ae ‘ 8, 052 pa 2,659 Surplus . bainislain c enceee 20,579 32,628 12,049 
Surplus 28,242 8,562 TOTAL LIABILITIES . farts $129,697 $42,736 
TOTAL LIABILITIES $43,688 $51,413 +$7,725 WORKING CAPITAL . Sree eee ee we $24,753 $ 52,764 $28,011 
WORKING CAPITAL .... $12,529 $22,053 $9524 CURRENT RATIO ................... ~ 28 y — .6 
CURRENT RATIO 2.0 2.6 + .6 (a)—After deducting $11 2 million U. S. Tax Notes 
JULY 5,1947 381 
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INVESTMENT AUDIT OF MANUFACTURERS OF 


Labor Saving , 


Science is helping industry to increase man-hour productivity 


By ROGER 
igi the 1930’s, there was a sudden 
agitation over “technocracy” — the theory that 


machinery was displacing human labor to an alarm- 
ing degree and causing unemployment. This has 
been a recurring fear during periods of industrial 
depression, and some labor unions deliberately fol- 
low a “make work” or “slow-down”’ policy as a result 
of this philosophy. During a period of prosperity 
when labor inefficiency is combined with high wage 
rates, manufacturers invest heavily in labor-saving 
machinery—with the result that labor again suffers 
during an ensuing period of unemployment. 

Thus, the use of machinery to save labor costs 
follows an irregular pattern and this irregularity 
may be a contributing factor to the extremes of the 
American business cycle. Theoretically, it would be 
better for business to defer orders for new machin- 
ery until a depression period, and labor would bene- 
fit in the long run if it didn’t work inefficiently 
when employment is high—but as long as human 
nature remains unchanged, we shall probably con- 
tinue to have at least minor business cycles in a free 
economy. . 

Industry Combatting Labor Costs 


Right now, the nation’s industries are combatting 
high labor inefficiency, with a resulting huge de- 
mand for products to improve our mechanical set-up. 
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and to lower labor costs through all types of labor saving devices 


CARLESON 


Despite vast amounts spent for machine tools dur- 
ing the war (some of which however were not 
adaptable to peacetime programs) half the nation’s 
equipment is said to be obsolete. This obsolescence 
is due to the rapid engineering progress in the de- 
velopment of new and better machines. 

The machine tool industry, immensely active dur- 
ing the war, was threatened with a postwar slump 
because the Government Surplus Disposal Adminis- 
tration threw large amounts of tools on the market. 
But now the growing demand for new and special- 
ized models is giving the machine companies a new 
lease on life. Moreover, Europe and South America 
are buying large quantities of machinery to replace 
equipment destroyed during the war and/or to im- 
prove production methods. 

The new crop of machine tools can accomplish 
industrial miracles, reducing job time in some cases 
to one-tenth the former time. Electronic controls 
are being added to eliminate the need for operating 
skill, reduce operator fatigue and cut operating time. 
The use of carbide-tipped cutting edges (almost as 
hard as a diamond) is another innovation which in- 
creases the power and speed of machine tool opera- 
tions. While this means heavier machines and more 
horse-power to operate them, the increase in output 
will more than reimburse the extra cost. Many of 
these new machines will be displayed at the Septem- 
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Statistics on Selected Manufacturers of Labor Saving Machinery 
Current Net Per Common Share 
Ratio Price- 
(Assets 1938-41 1942-45 Fiscal Year 1947 1946 1946-47 Recent Earnings 
to Liab.) Average Average 1945 1946 Interim Dividend Price Range _Price _—Ratio | 
American Machine & Foundry... 3.6 $1.12 $1.04 $1.02 $1.08 $ .30 Mr3 $ .80 451/4-1 18, $21 19.4 
Automatic Canteen of America... 6.9 1.82(e) 1.59 1.28 1.25 .87/a) 1.00 372-15. 21 16. 8 
“ers 2.07 3.17 def.14 3,39 2.01 Mr3 Nil 3314-18, 26 ; & 
Bucyrus Ele 2.8 1.16 1.20 1.12 2.08 eon 85 -25%-13/e 1 
Chain Belt __. aisles 1.80 1.77 1.75 1.46 2.11 Apé 100. 43 -20 2 178 — 
Chicago Pneumatic i“... we 2.72 3.99 3.57 5.01 2.29 Mr3 150 37%-17 27 
Clark Equipment. 42 2.46 3.49 2.93 1.94 1.36 Mr3 1.50  — 35%-22"/4 2713.9 
SS aE 2.90 2.92 2.16 — 1.50  —_ 58!/-31 39 15.8 
| Ry 1.58(f) 1.54 2.41 2.98 x 75 24 -15/. 18 6.0 
Evans Products... 2.6 40 2.06 3.12 3.29 2.58 Mr3 50 —-33%4-15%4 22 LT 
SS | 2.9 3.61 6.00 5.28 3.03 1.10 Fe3 2.60 631/4-32Ye 3712.2 
Food | Machinery Rar Sage 2.3 2.37 4.89 6.38 6.42 1.89 Mr3 1.80 100 -69% 8012.5 
Hewitt Robins. 1.66 2.85 2.30 1.70 1.34 Mr3 1.00 39-20%, 2112-4 
International Harvester... 4.9 3.50 4.67 4.42 3.91 nie 3.00 «(102 -66/, 89 22.8 
Joy Mfg... chen ae 2.54 1.92 1.43 3.29 4.08 Mré 1.50 35-18 32 a 
| eS anna 2.72 4.26 3.60 5.50 184Mr3_ 2.00 66-43 54 
National Cash Register... 2.4 1.43 1.85 1.33 2.06  —«1.46Mr3.——si.25 451-31 40 19.4 
Niles-Bement-Pond. 7. 2.06 2.39 1.85 def.06 AS 2H Oo 
Remington Rand(b).. 2.2 1.46 2.19 3.01 7.12_ .88Ap! 30(c) 50%4-24¥, 320 45 
U. S. Hoffman Machinery 15 62 1.73 2.74 7.31 «(1.06Mr3_—— 2.00 47%-16 1B 
Yale & Towne... oe 2.8 2.14 2.973.300 2.12.14 Mr3_ 1.00 12-3386 7 
Fe3—For 3 re aed February 28. — a)—For 24 weeks ended March 15. 
Mr3—For 3 months ended March 31. (b)—Fiscal year ends March 31 of following calendar year. 
Mr6—For 6 months ended March 31. (c)—Plus 5% Stock. 
Ap!—For | month ended April 30. (e)—1940-41 Average. 
Apé—For 6 months ended April 30. (f)—1938- 39 Average. 




















ber show of the National Machine Tool Builders As- 
sociation — the first in twelve years. The show is 
counted on to stimulate the sale of new models. 


Science Developing New Devices 


Science is also contributing important labor-saving 
devices in the ‘mathematical machines.” Some fifty 
varied types of these are said to be completed, under 
production, or planned. While first employed by the 
Government to compute tidal movements and later 
to solve ordnance problems, they are now being 
adapted by industry to handle complicated account- 
ing and tabulating problems. In the future, any 
good-sized plant will doubtless possess one or more 
of these machines (in smaller models) which 
will replace part of its accounting and statis- 


threshing our record-sized wheat crop. 

It is impossible in the scope of this article to dis- 
cuss all these new products or the companies which 
are making them. We have selected the stock of the * 
following companies for comment: 

International Harvester is the largest of the farm 
implement companies and has paid dividends since 
1918. It has an unusually diversified line including 
trucks, tractors, tillage implements, planting and 
seeding machines, haying machines, grain harvest- 
ing machines, dairy and other farm equipment. Re- 
cent lines are the new low-priced lightweight tractor 
and home freezers. Production is getting under way 
of both the new TD-24 (the largest model crawler 
tractor) and the Farmall (Please turn to page 401) 





tical department. While there is a lot of work 
yet to be done on these super-gadgets, they 
may revolutionize our accounting and statis-  foo.ars 
tical procedure over the next decade or s0, 60 
saving a vast number of clerical man-hours. 

In the shipping and freight business (as 
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WEEKLY EARNINGS OF LABOR 
IN MANUFACTURING INDUSTRIES 
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well as in factory movement of goods) there ” 


are radical new types of loading and han- 
dling devices which must be worrying the 
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stevedores’ unions. Usually a cargo ship 


takes three or four days to load or unload, 





but with the use of the new paletizing sys- | 30 
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tems, time will be decreased to five or six 
hours, it is claimed. 
In agriculture, there are a host of new | 20 
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machines to reduce labor. A large fleet of 
helicopters has been ordered for dusting 
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hundreds of acres of plants on a large scale. 10 
New kinds of weed killers and cultivators are 
being introduced, Cotton picking by hand 
may soon become a thing of the past. Huge 
migratory fleets of “combines” are now busy 








SE ee 1 4 
1914 1915 1916 1917 1918 1919 1920 1921 
SOURCE: BUREAU OF LABOR STATISTICS 


' 
' 
' 
! 
1 
' 
| 
| 
! 
! 














JULY 5,1947 











Photos by Thom McAn 


New Trends in 


The Shoe Industry 


Higher costs for hides, labor and rent, on one hand—and consumer 
resistance to shoe prices, on the other—are worrying the industry 













By STANLEY DEVLIN 


During the war the civilian felt the pinch in his 
shoe supply. Today the pinch appears to have shifted 
to the other foot—the manufacturer, wholesalers 
and retailer. 

With the end of hostilities there was a vast im- 
provement in the leather supply. The interesting 
chart accompanying this article shows how wartime 
uses of leather for military shoes, which require about 
three times as much leather per pair as civilian 
shoes, had forced down production of the latter. Dis- 
continuation of footgear for our armed services after 
V-J Day restored the relationship of tanning to 
leather shoe production to the prewar basis. 

As the chart shows, the trend in total footwear 
production rose sharply and the proportion of leather 
shoes to all types advanced even more substantially. 
Top production was hit in the second quarter of 1946 
with 144 million pairs of shoes produced. But the 
troubles of the industry were not over. Record man- 
ufacturing efforts depleted leather supplies consid- 
erably so that they were inadequate especially during 
the third quarter of 1946, affecting production fig- 
ures adversely. Furthermore, price ceilings limited 
profit margins, and price controls on meat disrupted 
the flow of hides and skins to tanners. 


Controls Ended Last October 


When the price ceilings and controls on shoes and 
meat were lifted in October, 1946, there was an im- 
mediate increase in shoe prices. Some of the mar- 
ginal producers and manufacturers in the industry 
jumped quotations by too much and subsequently 
ran into trouble, especially after the critical deferred 
demand for footwear was satisfied. Most of the 
established branded lines were more moderate in 
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their price increases and were rewarded with a 
strong, steady volume of business. 

Profit margins were well maintained for the year 
as a whole and tax relief helped to lift income of the 
shoe companies, to a phenomenal degree in some 
cases, as you can see from a study of the statistical 
table accompanying this article. 


1947 Footwear Fair Disappointing 


By April, 1947, however, when the annual foot- 
wear fair was held in New York, retailers had be- 
come less optimistic. The shoe industry had wit- 
nessed a decline in output in the first quarter of this 
year to 120 million pairs, which was 17% below the 
second quarter peak of 1946. Nevertheless, this rate 
was as high as the prewar peak in 1941. It must be 
pointed out, too, that the greatest loss was in fabric 
and part-fabric shoes, slippers and mocassins. 

Sellers of shoes had begun to meet with price re- 
sistance from consumers. Easter came early this 
year, weather was unfavorable and most retailers in 
April were still carrying heavy stocks from the 
Easter season. 

Sales at the shoe fair were 25% to 50% below 
anticipations, although this was due partly to the 
fact that the show was held two months earlier than 
usual. There was pressure by dealers to get lower 
quotations . . . buyers were looking for bargains 
in price and quality. 


Manufacturers Costs Up 
In answer to such demands, President ‘Sheppard 
of the National Shoe Manufacturers Association then 
said, “A firm hide market, a scarcity of desirable 
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Financial Survey of Shoe and Leather Companies 
Current Net Per Common Share , lice mic ht cde 
Ratio Price- 
(Assets 1938-41 1942-45 Fiscal Year 1947 1946 1946-47 Recent Earnings 
ee. =e to Liab.) Average Average 1945 = (1946 Interim ___Dividend Price Range Price Ratio 
Allied Kid... Can ga $ .77 $1.75 $1.62 $1.84 $2.02De6 —_—$1.25 29!/2-18 $19 10.3 
Amalgamated Leather i ie ae eae ee 301M Sn p35 
American Hide & Leather 13.9 «def.03. «ST 72 def.07 1.99 Mr? Nil 12%-55% 7 
Beck !A.S.) Shoe ~~ - i... ae: = 4.49 en 0 e+) ) en |: re 2) 
Brown Shoe... .. 40 125 £441.76 1.61 4.86 3.38Ap6  —s«'1.20. 4534-2534 =. 27 5.6 
| Compo Shoe 18 80S, .6—<“‘<‘ :CéidCC‘(C‘C(;:C*C“‘i I: 7M 
| Edison Brothers 3.8 1.25 1.18 1.39 3.53 1.75 4034-19 2! 5.9 
Endicott Johnson ._ ss wt ee 3.00 51-21%. 32.—«12.4 
Florsheim Shoe A ow 4.8 1.19 1.31 1.50 1.84 2.13Ap6 150 29 -18 £19 103 
General Shoe... 135 (1.36 168  I7l 3.76 2.22Ap6 160 47 -26 23 641 
International Shoe 63 —*1.84 1.89 1.66 1.62 1.80  49%-36 4024.7 
Kinney, G. R. 2.8  def.02 .84 86 4.77 1.00 29 -113%4 12 2.5 
Melville Shoe 28 ‘1.00 1.05 1.05 1.73 1.15 2934-20 23.133 
Schiff Co. 23 2.06 2.37 2.74 8.52 _ 1.75 46!/2-25!/2 27 3.2 
Seton Leather 4.8 1.17 It ar 3.56 1.20 163-12 12 3.4 
United Shoe Machinery (a) 48 3.93 3.19 3.13 me 3.122 847%/-62 66 21.0 
U.S. Leather 10.2 def3.55  def.23  def.55 defl.22 1.32 Apé Nil 13%4- 53 6 
def—Deficit. Ap6—For 6 months ended April 30. 
Deé—For 6 months ended December 31, 1946. (a)—Fiscal year ends February 28 of following calendar year. 
Mr9—For 9 months ended March 31. 














leathers, high rents and high wages in factories and 
stores do not add up to general price reductions in 
shoes.” 

Since then, other executives in the industry have 
substantiated this statement. President Gray of In- 
ternational Shoe stated last month, “Demand will 
continue greater than the amount we can supply. 
There is nothing in the present situation to justify 
a change in International’s prices.” 

Nevertheless in many quarters retailers and 
wholesalers have continued to expect a break in 
prices before fall. Some of the low and moderate 
priced shoe chains such as Thom McAn (Melville 
Shoe Corp.) and Spencer Shoe have cut retail prices 
in order to assure a high 


remains one of the few segments in manufactur- 
ing where output is below postwar peak levels. The 
Census Department recently reported that em- 
ployment in April was lower for only three indus- 
tries and one of these was leather and leather goods. 
The lowest figure on employment of 168,000 came in 
the third quarter of 1945, from which the number 
of production workers rose to about 196,000 in 
March, 1947. While this meant a 17% increase in 
workers, the shorter work week cut the man-hour 
gain to only 15% . contributing to higher costs. 

Latest statements from the Bureau of Labor sta- 
tistics report renewed buying by tanners as causing 
substantially higher quo- (Please turn to page 403) 





level of sales. Whether or 































































































































































































not reduced prices can be Production of Footwear Other Than Rubber 
continued into the Fall is ; 
doubtful. MILLIONS OF PAIRS MILLIONS OF PAIRS 
In particular, this applies 150 T OUARTERLY QUARTERLY 150 
to better lines of men’s AVERAGES TOTALS 
footwear where a 50c a TOTAL 
pair rise at wholesale level 125 -- LEATHER — 125 
is looked for, in view of 
higher hide prices espe- 
cially for top grade leath- 100 4 100 
ers and lighter weight Pectin 
hides. Many shoe buyers me po 
have been making addi- 75 Rees pes 75 
tional purchases recently. secon 
Stiffening of hide and skin s ec 
prices and premiums for 50 ees 
better quality leathers Rese : Sieg PSs 50 
should stimulate an in- Seen LEATHER (civivia 
creased covering of fall 3 SESS 
shoe commitments. 25 seseaees 725 
Shorter Hours and is % 
Higher Hide Prices 1939 40 4) 42 43 4418 26 36 4th Ist 2d 34 4mm Ist 24 36 = 
Currently the industry be i 5 a 
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PART IV 


By EDWIN 


| volatility in share prices, whether 
up or down, invariably arouses unwarranted hopes 
or apprehensions by some segments of the investing 
public. Regardless of carefully studied fundamen- 
tals, a major change in quotations stirs up a feeling 
that behind the scenes something unknown to the 
shareholder is going on that ought to be disclosed. 
Especially is this true where previous analysis has 
been casual or out of date, and rather than paper 
profits substantial paper losses have piled up. Fol- 
lowing a long term general downtrend in share 
prices, many of our readers have expressed concern 
over holdings that may have been ill-advisedly re- 
tained in their portfolios, or on the other hand have 
experienced a price decline sufficient to suggest 
timely averaging. Hence we continue in this num- 
ber of the Magazine of Wall Street our discussions 
of selected situations evidently bothering some of 
our readers, to judge from our incoming mail. To 
supplement our work in this direction, the market 
advice presented by our specialist, Mr. A. T. Miller, 
in every number of the Magazine, should be care- 
fully followed, for timing, as well as selectivity, is a 
very important factor in all investment programs, 
especially when it comes to a question of just when 
to average costs through the purchase of additional 
shares. If current circumstances justify a complete 
sell out of certain holdings, despite a loss that must 
be taken, we may be able to establish sound reasons 
for such a step. 


American Telephone & Telegraph Company 


Because there are more shareholders in this sound 
old enterprise than in any other corporation in the 
world, it is natural that some among them have 
worried from noting a rather slow sag in the share 
prices since the beginning of the current year. From 
a 1947 top of 17434 a low of 14934 was reached not 
long ago, followed by a recovery to a recent level 
around 155. Based upon the $9 dividend rate, this 
would provide a yield of nearly 6%. In view of the 
normal high investment stature of this medium, 
such a yield appears too good to assure confidence 
in its stability, in the eyes of some investors. While 
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it is undeniable that for some time past, A.T.&T.’s 
rate of return on in its huge capital investment has 
been gradually declining to a low of not much over 
6%, and since V-J Day operating costs have con- 
tinued to climb—out of the highly complex picture 
there are certain factors that combine to somewhat 
of an offset. In financing its new $2 billion expan- 
sion program, this $7 billion giant has more than 
one way of raising the needed funds and at interest 
rates considerably below the 6% mentioned above. 
A.T.&T. 3% bonds command a premium of more 
than 14 points, for example. Better yet, before ar- 
riving at net income, the company last year deducted 
some $212 million for depreciation and amortization 
in its consolidated accounting. While this sum was 
conservative, it bolstered cash accordingly, and 
much of it could be used to install new and immedi- 
ately productive equipment. In all, it amounted to 
more than the $208 million finally left for net in- 
come, and was the equivalent of about $9 each for 
the company’s 25.7 million telephones in service at 
the end of 1946, although of course it could not be 
apportioned in this way. Fact is that the company is 
receiving revenues from about 4.5 million more tele- 
phones than early last year and is installing others 
at the rate of about 300,000 per month. In addition, 
the usage of equipment has risen by about 16%, 
especially for profitable toll and long distance con- 
versations. As the backlog of new orders under 
‘current conditions should strain capacity for at least 
a year to come, and gross income should benefit 
decidedly, the outlook is far from discouraging. True, 
some of the company’s subsidiaries have either 
passed or reduced their dividends recently, but rates 
boosts have been granted in several States and are 
likely to follow in many more. Western Electric Co., 
too, has contributed larger income to the parent 
than it has lost from other sources. All in all, 
anxiety over the A.T.&T. dividend has no very firm 
basis. At least that is our guess. 


Burry Biscuit Corporation 


Against a 1946 high of 1214 and even one of 7 in 
the current year, a recent price of 334, apparently 
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has worried some of our readers, and they are 
hardly to be blamed. This manufacturer of packaged 
food products, including Educator, Crax and Simple 
Simon handles good quality items and enjoys sales 
of close to $9 million annually. Over a ten-year 
period, though, competition from larger units in the 
industry apparently has created a rather drab show- 
ing as to earnings for Burry. During a decade, peak 
net per share of 55 cents seems to have been the 
best the company could show, and in the 1939-41 
period, deficits appeared upon the books. No divi- 
dends on the common have been paid since 1937. 
During the past year or so, though, the financial 
status has improved through conversion of high 
rate preferred into common, and through privately 
placed low rate term loans. Working capital rose to 
$3.1 million at the end of 1946, up threefold from 
the showing for the previous year. While this better 
condition may conceivably help to push earnings to 
a more impressive level, that remains to be seen. In 
relation to last year’s net earning of 25 cents per 
share of 12 months ended October 31, the shares 
seem adequately priced even at current levels. At 
best they are highly speculative and so volatile in 
character that their appreciation potentials are de- 
cidedly obscure. 


The Lambert Company 


In hovering around 30 of late, the shares of this 
established producer of pharmaceuticals are some 
2 points above their low for 1947 and 14 points 
below their high for this year. In the 1946 spring 
boom they registered a high of 68. Question now is 
are they near the buying zone? In common with 
most of the larger drug concerns, Lambert enjoyed 
an excellent year in 1946, earning $4.52 per share 
compared with $2.97 in 1945. During the first 
quarter of 1947, sales held up rather well but scarc- 
ity of raw materials and higher costs forced net 
earnings down to 70 cents per share, off 52% com- 
pared with the same period a year ago. Demand for 
Listerine products and Pro-phy-lactic brushes con- 
tinues fairly strong at the consumer level, but dis- 
tributor pipelines have now been adequately filled. 
During the second quarter, it may develop that net 
earnings are none too satisfactory, but unless a 
serious recession sets in they should trend upward 
again in the second half. For more than 20 years 
past the business of Lambert has been consistently 
profitable and diversification has assisted in causing 
a general uptrend since Pearl Harbor. Dividends 


have been paid regularly on the common since 1926, 
and the current quarterly rate of 50 cents per share 
seems secure, especially as working capital of around 
$15 million is ample in relation to annual sales of 
$30 million. Due to a yield of 6.7% at current prices, 
the shares have a measure of both investment and 
speculative appeal. Investors who bought the shares 
at considerably higher prices might be wise to aver- 
age their costs should an opportune further decline 
in the market occur. 


Sunshine Milling Company 


This largest domestic producer of silver also de- 
rives lead, copper and antimony from its mines in 
the Northwestern part of the United States. The 
company owns in fee 14 claims with an acreage of 
223 in Idaho, besides affiliated interests in several 
other mining properties. Developed ore reserves at 
the end of 1946 were estimated at 1.2 million tons, 
about 70% of which represented Sunshine’s interest. 
While earnings and dividends have been consistent 
since 1927, net income reached a peak of $5.4 mil- 
lion in 1937, equal to $3.63 per share, but since that 
time both production and profits have steadily de- 
clined as some of the valuable ore bodies tended to 
thin out. Last year the 40 cents per share dis- 
tributed to holders of the one class stock exceeded 
net earnings by 5 cents. To a considerable extent 
earnings in 1946 were affected by fire damage in a 
mine and labor shortages. But higher prices for sil- 
ver (following recent decline) and lead in the cur- 
rent year may bring an improved showing. A year 
ago last April Sunshine shares sold as high as 24, 
in contrast with a peak of 135% thus far in 1947 
and a recent price of 9. Although the company’s 
financial position is exceptionally strong and the cur- 
rent 10 cents per share quarterly dividend seems 
safe, this stock does not appear to be in the bargain 
class, nor for longer term appreciation does it seem 
particularly attractive. 


Solar Aircraft Company 


Market action of shares in this company during 
the past year has closely followed the pattern just 
discussed for the preceding concern in this article. 
That is to say, from a 1946 top price of 29%, the 
shares slipped down to 1514 by early 1947 and re- 
cently were quoted around 9. Such a performance 
has proved disconcerting to some of the company’s 
shareholders. In part, of (Please turn to page 400) 









































Statistics on Stocks Disturbing Investors 
Current Net Per Common Share 
Ratio Pre-War War Price- 
(Assets 1938-41 1942-45 Fiscal Year 1947 1946 1946-47 Recent Earnings 
to Liab.) Average Average 1945 1946 Interim Dividend Price Range Price Ratio | 
American Tel. & Tel............. 1.4 $10.36 $8.95 $8.78 $10.12 $10.09 Fel2 $9.00 200!/4-14934 $155 15.3 
Burry Biscuit................ 4.6 def .29 37 55 24 eee Nil 1214- 314 4 16.6 | 
RCI O EI es ou oo, 23 1.69 2.59 2.97 4.52 70 Mr3 1.87. 68 - 28 30 6.6 
Solar Aircraft... 1.8 18 1.47 1.76 86 -60 2952- 7/4 9 10.4 | 
Stokely Van Camp... 4.0 def .45 2.33 3.51 5.32 5% Stock 3934- 1434 17 3.2 | 
Sunshine Mining... 6.3 1.93 62 54 35 14 M3 40 24 - 8% MW. 271 | 
Fel2—For 12 months ended February 28. | 
Mr3—For 3 months ended March 31. 
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Whither? 


Up to this writing the rally 
from the mid-May low lifted the 
Dow industrial average by about 
9% at maximum. This is mod- 
erately better than any previous 
sustained upward move, without 
corrective set-back, during the 
bear market so far, with the ex- 
ception of the rise from the 
November 22 low to the January 
6 high, which was also roughly 
9%. Where do we go from here? 
If there is to be a further “sum- 
mer rise,” running into July or 
August, probably the market has 
got to kill some time through a 
partial retreat or sidewise drift 
or both. Otherwise, at the pace of 
recent week, prices would soon 
be high enough to bring out vol- 
ume selling. Assuming this is an 
intermediate upward trend, with 
’ something left—which, of course, 
can be nothing more than a guess 
—it might well be a two-phase 
affair, as was the autumn-winter 


recovery. The latter began from 
what was virtually a double bot- 
tom at the October-November 
lows, just above 163 (Dow indus- 
trials). The first phase ran to 
early January, amounting as 
noted before to about a 9% rise. 
Then there was a 10-day reaction 
of about 7 points, nearly 4%, fol- 
lowed by a second phase from the 
January 16 low amounting to not 
quite 8%. The total rise from the 
bear market low to February 8 
high was around 13% — but 
three-quarters of it was over at 
the top of the first phase (by 
January 6). 


Gamble 


It might as well be noted, al- 
though it should be obvious, that 
“playing” for rallies in what is 
presumptively a bear market, is 
pretty much the same kind of 
gamble as trying to make money 
on the short side by guessing the 
timing and extent of reactions in 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS | 

Latest Year | 

Period Ago | 

Dana 9 mos. May 31 $5.07 $ .O1 | 

Davega Stores Year March 31 5.47 97 | 

Dayton Rubber 6 mos. April 30 2.31 1.22 | 

| Detroit Edison ... st 12 mos. May 31 1.82 1.34 | 

| Longines-Wittnaver Watch ............ Year March 31 2:23 1.12 | 

| National Mallinson Fabrice... eYar May 31 4.26 1.98 | 

| 5 mos. May 31 9.15 4.88 | 

Singer Manufacturing Year Dec. 31 16.92 15.98 | 

United States Plywood 20 ccen Year April 30 3.71 99 | 

Valspar 6 mos. May 31 -63 59 | 
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a bull market. In either type of 
operation, the odds are against 
success, although the short-seller 
is under greater technical handi- 
caps as a result of SEC rules and 
the operation of taxes. Otherwise, 
the chances for being right at 
just the right time are about the 
same, and rather slim. If this is 
a bear market rally, very likely 
the. greater part of it has been 
seen in points, even if it runs on 
considerably further in time. 


Precedent 


It is true enough that for years 
there has been a pretty consistent 
seasonal tendency toward “sum- 
mer rise” — but the implication 
that this is an invitation to a 
speculative picnic can stand some 
debunking. If you take the low 
in the industrial average for the 
two-month period May - June 
(from whichever month it falls 
in) and the high for the two- 
month period July-August, some 
profit has been possible, on paper, 
in every year for 50 years back. 
Sometimes it was large, some- 
times small. But what chance 
would anyone have to detect the 
exact low or high? And consider 
this situation: an early July high 
above the May-June low — thus 
upholding the record — but a 
sharp sell-off before the end of 
July. Here are some statistics 
that may be pertinent. The indus- 
trial average has shown a signifi- 
cant net gain for the month of 
July in 22 out of the 50 years, 
little change in 16 years, net de- 
clines in 12 years. For August the 
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‘guess whether 


score for the month has been: 
worthwhile advance in 21 years, 
little change in 20 years, declines 
in 8 years. Don’t write in to tell 
us that this foots up to only 49 
years. We know it. The Exchange 
was closed in August 1914 (but 
not in July) on account of the 


‘outbreak of the First World War. 


The point illustrated here is that 
it is not especially difficult to lose 
money within the good old sum- 
mer time. Now if you want to 
this rally has 
topped — or, if not, where it will 
— go ahead. This column would 
rather not take such chances with 
your money. 


Earnings 


With the first half-year about 
over, there is less chance for a 
decline in 1947 corporate earning's 
(in the aggregate) than there 
seemed to be at the start of the 
year. This is because, with busi- 
ness recession quite spotty rather 
than general as vet, a half-year 
of high-level profits is already in 
hand; and because, on present in- 
dications, business activity and 
earnings probably will hold at a 
good level for the third quarter. 
If so, that means nine months of 
high profits, whereas only the 
second half of last vear saw com- 
parably high earnings. On this 
reasoning, it would take a quite 
poor fourth quarter to hold profits 
to about the 1946 total, and a 
nose-dive to pull them much un- 
der the 1946 total. Either is, of 
course, possible; but this column 
would not be surprised if earnings 
are around 5% to 10% better 
than last vear’s. They are virtu- 
ally certain to be considerably 
higher in a number of important 
industries—too many to be item- 
ized here. 


Bullish? 


Is the point made on earnings 
bullish ? From one view, yes; from 
another, no. On the one hand, 
good earnings for additional 
months should logically make 
many investors more reluctant to 
sell stocks. On the other hand, if 
earnings are on an all-time high 
plateau, as they no doubt are, 
that means that they cannot rise 
further on a quarter-to-quarter 
basis, which takes a good deal of 
the usual allure out of specula- 
tion — or investment for capital 
gain, if you prefer the term; and 
which also means that the next 
major change, whenever it be- 
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gins, must be downward. It is not 
possible to figure that premise as 
basically bullish. Should the re- 
cession be really long deferred — 
while more and more pent-up de- 
mands are filled — it might not 
be a recession at all. Instead, it 
could be a depression. Is_ that 
looking too far ahead? Maybe — 
but the last bull market looked 
ahead a long distance, starting 
roughly four years ahead of 
nearly-completed postwar recon- 
version and the ensuing peacetime 
business boom. Even if stocks do 
not go importantly under previ- 
ous lows in the averages — which 
remains to be demonstrated—this 
column reasons that a variety of 
doubts and uncertainties about 
the future probably will suffice to 
limit the rallies and preclude a 
sustained “real thing” as far as 
we can see around the present 
corner. 


Leadership 


On the whole, good - grade 
stocks of large and prominent 
companies have met with pretty 
staunch support on every market 
sell-off of the past seven months 
or so, and have had most of the 
spotlight on the recent rally. 
From this it is argued that “good 
investment demand” is at work, 
influenced mainly by yield con- 
siderations. Maybe so. Yet you do 
not see this demand for preferred 
stocks, nor for bank stocks nor 
for operating utility equities — 
at least not so far. And there is 
an unusually strong preference 
for the “best names” among in- 
dustrialists: for example, for 
Woolworth over Kress; for Stand- 
ard Oil of New Jersey over Phil- 
lips Petroleum; for American 
Tobacco over Philip Morris, ete. 
This column suspects it is not so 
much a matter of yields as a par- 
tial revival of speculative-invest- 
ment confidence, based on the 


absence of definite and general 
business recession as yet, after 
months of cautious waiting and 
watching. In short, many of these 
buyers are operating for capital 
gain primarily, but hedging the 
rise in their own minds by buy- 
ing only “the best” and with the 
idea that, even if the purchases 
prove more or léss premature, 
there will be a pretty good divi- 
dend return. This is not quite the 
same thing as buying income re- 
turn. Obviously, that can be 
bought cheaper when the market 
is weak than when it is strong. 


Yields 


At the May low in the market 
the average yield on representa- 
tive industrial stocks was a little 
over 5%, against about 2.45% for 
high-grade industrial bonds. As- 
suming security of dividends, 
stocks unquestionably are a lot 
more attractive, in relation to the 
best bonds, than they were at an 
average yield well under 4% at 
the bull-market high. But two 
qualifications need to be added to 
that statement. One is that aver- 
age stock yields have substan- 
tially exceeded 5% in many peri- 
ods for months on end, and not 
only at the extremes of major 
bear markets. The other is that, 
to the extent that income-yield 
factors affect stock prices, the 
bulk of such demand comes from 
well-to-do investors, rather than 
“little people,” and to such inves- 
tors the net yield, after income 
tax, is the controlling thing. For 
them, the average yield of 5% 
gross, heretofore cited is a mean- 
ingless generalization. For the 
man in a tax bracket of $10,000 
to $25,000, it takes roughly two- 
thirds more gross dividend return 
now to equal the net return of 
1937. Adjusted for taxes, each 
dollar of dividend income is worth 
less, net, than it was before the 

(Please turn to page 401) 








Allied Stores 
American Light & Traction... 
Crowley Milner 


























| DECLINES SHOWN IN RECENT EARNINGS REPORTS 


1947 1946 
April 30 quarter $1.39 $2.86 
12 mos. March 31 1.37 1.59 


April 30 quarter 15 76 











Federated Department Stores .................... May 3 quarter 1.05 1.68 
Philip Morris Year March 31 2.04 2.67 
Publicker Imdustries 0.0... ecccceee ene .- March 31 quarter 91 2.86 
Schenley Distillers 9 mos. May 31 7.62 10.48 
Seiberling Rubber March 31 quarter 66 91 
Todd Shipyards Year March 31 6.77 12.33 | 
Washington Gas Ligh? . 12 mos. April 30 1.55 2.06 | 
| 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to yon. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 
velo 


envelope. 
&. Special rates upon request for those requiring additional. service. 





Cornell Dubilier Electric Corp. 
Please advise what products Cornell 
Dubilier Electric Corporation manufac- 
tures and company’s prego. 
D., Balitmore, Md. 
Cornell Dubilier Electric Corpo- 
ration is the largest manufacturer 
of capacitors in the United States. 
While General Electric and West- 
inghouse are among the competi- 
tors, these are also customers for 
the company’s various products 
which are more economical to pur- 
chase from Cornell than to include 
in their own diversified production. 
Capacitors or fixed electrical con- 
densers are used in radio communi- 
cations and transmission equip- 
ment, and fluorescent lighting 


‘equipment, and other electrical in- 


struments. 

For the fiscal year ended Sep- 
tember 30, 1946, company earned 
$2.07 a share, compared $1.37 in 
1945, $1.71 in 1944, $1.80 in 1943; 
earnings during the war years 
were adversely affected by renego- 
tiations and taxes. However, we 
expect earnings this year to 
amount to about $4.00 or so per 
share. The common stock is there- 
fore selling on a conservative price- 
earnings ratio for at least the near 
term. 

Consolidated balance sheet as of 
September 30, 1946 showed a 
strong financial condition notwith- 
standing substantial expenditures 
for major enlargements of com- 
pany’s manufacturing plants. To- 
tal current assets amounted to 
$7,833,565, as compared with total 
current liabilities of $2,323,072 and 
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net current assets of $5,510,493. 
Cash alone amounted to $2,027,512 
or 87% of total current liabilities 
and the current ratio was 3.3 to 1. 

With the company’s capital ex- 
penditures for increased capacity 
largely taken care of, considering 
its liquid financial condition. It is 
possible that the present annual 
dividend rate of 80c distributed in 
recent years will be increased. 

Capitalization consists of 19,600 
shares of $5.25 cumulative series 
“A” preferred and 423,000 shares 
of common stock outstanding. 


Beatrice Foods 

Kindly advise late sales and outlook 

for Beatrice Foods. 
Mrs. O.F., Atlantic City, N. J. 

Dollar sales of Beatrice Foods 
Company during March and April 
increased 28% over last year, de- 
spite the fact that prices of butter 
and cheese were declining during 
these two months,. a procedure 
which would reduce dollar sales 
volume if unit sales were not ris- 
ing 

fa for March and April—the 
first two months of the current fis- 
cal year—totaled $27,295,000, com- 
pared with $21,259,000 in the like 
two months last year. Profits for 
March and April were slightly 
ahead of 1946, according to the 
President of the Company, but 
earnings in May were not expected 
to equal May of last year. For quar- 
ter ended May 31, 1946, company 
had net profit of $683,627.00 or 
$1.21 per common share, on sales 
of $32,626,841. 





Beatrice Foods will continue to 
exercise caution on inventories, 
Last year, as the result of special 


sales effort, inventories were 
turned over 2814 times. The com- 
pany is out to top last year’s record 
sales of $170,006,283, and has set 
up possible sales of $200 million 
for the current year as “a mark to 
shoot at.” 

Beatrice Foods Company (for- 
merly Beatrice Creamery Com- 
pany) reported consolidated net 
profit for fiscal year ended Febru- 
ary 28, 1947 of $5,364,666 equal to 
$10.03 a common share, compared 
with net profit of $2,955,193 or 
$5.28 a share in previous year. Div- 
idend payments in 1946 amounted 
to $2.05 a share and dividends in- 
cluding extras totaled $2.50 a 
share up to April 1st thus far in 
the current fiscal year. 

Capitalization consists of 59,862 
shares of 334% cumulative con- 
vertible preferred and 511,792 
shares of common stock outstand- 
ing. 

Competition in the food industry 
is intensifying and profit margins 
will probably be narrower for the 
balance of the year. 


Philip Morris & Co., Ltd. 

Please furnish late oo report of 

Philip Morris & va and dividends. 
E.S., Plainfield, N. J. 
The company has just issued its 
annual report for the fiscal year 
ended March 31, 1947, which shows 
shows its growth since 1937 has 
been unprecedented. Sales have 
risen from $55,600,000 in the 1938 
fiscal year to the present level of 
$171,000,000. This increase of 
about 208% coincided with a 
120% increase in the industry as a 
whole. The company’s consolidated 
balance sheet as of March 31, 1947, 
showed a fine improvement in its 
financial condition with total cur- 
rent assets of $109,227,074 as com- 
pared with total current liabilities 
of $14,640,322 indicating net work- 
ing capital was at an all time high 
of $94,586,762. Current assets 
were more than seven times cur- 
rent liabilities, a very fine ratio. 

(Please turn to page 399) 
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Keeping Adbreast af Judustriel 


+ and Comnany News * 





Far above normal demand, seemingly sure to continue for more than a year to 
come, enhances the outlook for the oil industry. Recent allocation of deliveries to 
dealers throughout the Midwest attests to the approaching strain likely to be 
shouldered by the refiners in fully meeting the needs of manufacturers, sinnate condia 
tion- and home owners. 


According to Eugene Holman, president of Standard Oil Co. of New Jersey, in 
a recent address, the possible tight situation ahead will not be attributable to 
scant crude oil reserves. While drilling new wells must be pushed harder than ever, , 
the real problem rests in expanding facilities for processing and transport fast 
enough to provide a desirable margin of safety. 


Hence the announcement by William R. Boyd, president of the American 
Petroleum Institute, that this industry plans record capital investments of more 
than $4 billion dollars during 1947 and 1948, comes with unusual interest. An 
outlay of this size represents more than 22% of the present total capital investment 
of this, the Nation's second largest industry. 


Of probable significance to investors, also, is Mr. Boyd's belief that 
funds for the major part of this immense program will come from earnings to be plowed 
back into the business, although new financing may be relied upon to some extent. 
This assuredly reflects confidence in medium term earnings, although distributions to 
shareholders may not be generally increased for a time. 














In the current race for industrial modernization, the Chevrolet Motor Divi- 
sion of General Motors Corporation claims first place in opening its huge postwar 
assembly plant, and a little later on will have a second one in operation. On a 29 
acre area in Flint, Mich., 80-cars an hour are expected to roll from the assembly 
lines. The second new plant will be located in Van Nuys, California. 








As combined wartime experience of engineers, architects and contractors has 
been responsible for.this highly mechanized unit, its cost cutting results may 
hearten both management and shareholders, and spearhead the approach of a new phase 
of our economic progress. Nearly four and a half miles of conveyors are used to speed 
output and save human effort. 


Plywod as a competitor for other kinds of material seems to be making strides, | 
judging from the experience of United States Plywood Corporation during its fiscal 
year ended April 30, 1947. Volume soared to $43.6 million, against $27 million in 
the previous year, nk net per share climbed to $3.71 compared with 99 cents. 


Slowly but surely, King Coal is about to challenge Diesel power with the 
world's largest passenger locomotive, one of three to be used by the Chesapeake & 
Ohio Railway before long. This 100 miles per hour, 6,000 hp giant stokes coal auto- 
matically to superheat steam for a turbine that motivates two electric generators 
producing 4,000 kilowatt hours of electric energy. Baldwin Locomotive Works expects 
to deliver the locomotive in August. 
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So fast has been the uptrend in demand for natural gas that pipeline capacity 
has been far over strained and many cities are experiencing a shortage. How this 
affects gas appliance producers is shown by Dresser Industries. Though over-all sales 
and profits of this concern were well up or the second quarter, backlog orders for gas 
appliances declined by about $15 million. 





Prophets of a depression like that of the 1930's forget the value of experience 
as a teacher. The Equitable Life Assurance Society of the United States, for ex- 
ample, says that during that last dismal period it acquired 9,000 farms, with a 
book value of $80 million. Now it owns only 50 farms, and in appraising mortgages, 
uses 70 cents wheat, 10 cents cotton and 54 cents corn as a norm for figuring values 
of land. 





How the farmer, too, has taken a page from sad lessons of experience, is 
shown by the Department of Agriculture. Technology, they point out, has leveled 
seasonal farm work. Farm production at today's high level takes only two thirds 
as much labor as in 1920 for an equal output. And the percentage can well continue 
to steadily drop. 





"Too many manufacturers are standing with one foot in the past and the other 
on a banana peel", was a recent comment by H. A. Toulmin, Jr., president of the 
Hydraulic Press Manufacturing Co. They are those who walk themselves into a depression 
by making the "Same old products in the same old way, year after year", he points out, 
and quite correctly. 


While on the subject of insurance, the Institute of Life Insurance points to 





a $6 billion gain in policies during the first half of 1947 as a remarkable demonstra- 


tion of American thrift in the face of rising living costs and the return to the mar- 
kets of many tempting goods. 73 million people in our country now enjoy insurance 
protection. 


How a rapid turnover helps to lessen inventory hazards is well illustrated 
in the report of F.W.Woolworth Company for the year ended May 31, 1947. Sales of this 
huge concern for the first four months of the current year were $164.4 million, and 
im the process 75% of all inventories held at the beginning of the year were liquidated. 





An imaginative bus manufacturer, in collaboration with a builder of yachts, 
has just delivered its second "Executive Sleeper Coach". Aside from a luxurious 
office, this vehicle has two double staterooms, toilets, air conditioning and a 
radio telephone. The owner plans to visit his plants in a 1,000 mile Siasets in 
decided comfort and regardless -of timetables. 





Typical of American enterprise is the growth of Radio-Corporation of America. 
In 1919, this concern had 457 employees compared with 40,600 now. During the past 
ten years alone RCA has distributed more than $60 million in dividends and increased 
its net worth by $39 million more. But labor complexities have increased, too, for 
RCA now has to deal with 37 separate unions. 





According to D.B.O'Keefe, president of Gas Appliance Manufacturers Associ- 
ation, the future for his industry is indeed bright. During the next five years 
alone, he believes the demand for gas ranges in the United States and Canada may 
exceed 25 million. To support his predictions, he points out that within five years 
18 million ranges now in use will be more than ten years old and require replacement. 





Science has added a new word to its difficult vocabulary, "Geobotany". To 
assist in discovery of gold, silver, iron and many other minerals, a techique-has 
been successfully developed whereby plant life reveals hidden deposits. Spectro- 
analysis of burnt leaves and stems tells the story. . 
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Opportunities... 


for Income and Price Appreciation 


IN BONDS 
And PREFERRED STOCKS 


By JACKSON D. NORWOOD 


HE MAGAZINE OF WALL STREET’S INDEX 
OF BOND PRICES showed the following changes 
for the period indicated. 


On On 
Aprill June20 


40 Domestic Corporations 1166 1146 — 2. 
10 High Grade Rails 118.3 1113 — 2. 
10 Second Grade Rails 247.2 2344 —12.8 
10 High Grade Utilities 98.4 983 — .1 
10 High Grade Industrials 100.8 100.22 — 6 
10 Foreign Governments 126.4 123.7 — 2.7 


After a lapse of about two months, we are once 
more presenting a survey of the markets represented 
by Bonds and Preferred Stocks, and accordingly 
have based our comparisons upon the entire interval 
rather than for a two weeks period as customarily. 


In a way this makes for a rather more interesting 
study, in that trends over the longer interval are 
more clearly marked than ordinarily could develop 
during a relatively short space of time. Since mid 
April a good deal has been going on in both domestic 
and foreign scenes, of both an economic and political 
hue, with consequent reflection in the prices for 
senior securities. 

At a glance it will be noted that prices for all 
kinds of issues under discussion have trended down- 
ward, although to markedly divergent degrees. It 
should be remembered, moreover, that the statistics 
shown do not reveal shorter interim changes that 
occured, and are merely the net result of price fluc- 
tuations over ten weeks time. For example, although 
the traditionally volatile Second Grade Rails show 
a 12.8 point decline since April 12, during the last 
two weeks of the period under review they rose to 
their present level from a point of 229.8 to 234.4. As 

always happens in this speculative divi- 
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sion, bond prices readily reflect chang- 
ing currents of stock prices in the gen- 
eral market. In view of the rather 
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10 SECOND GRADE RAI INA 


aoe strong, or at least well sustained, re- 
cent uptrend for prices of equities, the 
Second Grade Rails, though signifi- 
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cantly lower than in April, actually 
have been trending up from their re- 
cent lows of late. Whether they will 
hold or extend the gains mentioned, of 
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course, depends upon the near term 
course of Wall Street stock prices. 
In scanning the different segments 





gv 
10 FOREIGN Gov'T a es Wve, 
40 CORPORATES a 3 
one 
Pro A r PP a Smee eo 7 














SCALE FOR INDEXES EXCEPT 10 SECOND GRADE RAILS 








rs) 
> 
° 

AINO STIVY 30VYD AGNODITS 01 YOs BIWIS 











JULY 5,1947 


eter? i 22 
" pee er una,” | of our table, the dip in prices for For- 
poo 4 an toe = eign Government bonds perhaps holds 
viel 2 NIGH GRADE Ras a iin 4 special interest. In registering a net 
220 decline of 2.7 points to the level of 
-_ ee 7 ee ieee 123.7, average prices for the ten bonds 
10 HIGH GRADF INDUSTRIALS * used in our calculations are now lower 
loc}— —s wo et ey Me P ae} 200 than at any time since March, 1944. In 
ere: a | —? breaking down the tally, it seems ap- 
| parent that a wide divergence in vola- 
~~ SeRSeSeSEP OSES ee ee ee tility among these special issues has 
JFMA es YJASONOYVFMAMJ v A S$ OND J FMAM J evolved. Prime issues of Australia, 
45 1946 47 Norway and Buenos Aires, for in- 
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stance, have registered an interesting degree of 
stability. Poland 8’s, on the contrary, have zipped 
off to an extent of about 22% during fairly recent 
weeks, Brazilian 614s trailing them down by 20%, 
Greeks 6s by 12% and Denmark 414s by 8%. Un- 
settled political and economic conditions throughout 
the world have brought on quite a wave of liquida- 
tion for foreign bonds of various description, it will 
be noted. Even relatively stable issues such as 
Canada 4s have felt the pressure moderately, and 
have sagged by about 2%. 

In the other brackets of our table, it will be seen 
that High Grade Utility Bonds have held practically 
firm pricewise for many weeks past and almost the 
same thing could be said of High Grade Industrials. 
As a rule, issues of this kind are concentrated in the 
portfolios of large institutions, estates and trusts, 
and their scant supply in the market precludes sig- 
nificant price changes in ordinary times. To some 
extent this is also true of High Grade Rails and 
Domestic Corporate Bonds of various character. 
Pending a possible fur- 





close a number of situations where convertible pre- 
ferred enjoying sound fundamentals are available at 
prices that permit a considerably better yield than 
in mid 1946, thus making them more attractive to 
investors dependent upon a fair income return. And 
over the longer term the convertible privilege may 
result in capital gains without the hazard attached 
to a purchase of the equities. In deciding upon a 
preferred of this special kind, it is highly important 
to study the convertible privileges with great cau- 
tion, for some of them may expire at an undesirably 
early date, and other terms of the privilege may 
vary in wide degree. The appended table lists a few 
issues which for one reason or another seem to war- 
rant investor confidence, though for lack of space it 
is impractical to discuss them in detail. To assist our 
readers, however, we will comment on a few chosen 
examples, in order to show the varying lines of 
reasoning essential for this medium. 


ALLIS CHALMERS MANUFACTURING COMPANY 


314,.% convertible pre- 























ther upward trend in — a ae — $15 
rail rates, bonds of the * — million 2% debentures 
carrier roads have soft- Attractive Convertible Preferreds due 1956, 359,373 shares 
ened in price on an 1946-47 Recent Call Current of this preferred stock 
average of 2 points, due Price Range Price Price Yield represent the senior cap- 
y 6 im res- Allis Chalmers $3.25 “s $99 -$91'/, $92 $103 3.5% italization of this stron 
to generally unimpres C a g 
sive earnings. To a simi- po may tot ag une - ae “ and long established 
lar extent, also, the Do- Beatrice Foods $3.37!/2 “AIB%-103/2 105 106 3.2 manufacturer of farm 
mestic Corporate issues Beneficial Ind'l Loan $3.25......112!/- 963%, 97 107 3.3 equipment and heavy 
appear to have suffered Carrier $2.00 ......... 60 - 34%, 38 53 53 industrial machinery. 
as to price, pending clar- Commercial Credit $3.60 123-1032 105 106f 3.4 Only for ten months 
“ ! ’ Electric Boat $2.00 4834-333, 38 52, 5.3 eg ey: b 
ification of the many General Mills $3.37/2 123-110 110104 3.0 past has the issue been 
uncertainties now cloud- Gillette $5.00 ...... 108 102%, 105 105 4.7 outstanding, having 
ing the economy. Yeisen b ps ped = Po been subscribed largely 
onns-Manvitie ° = . 
CONV Minn-Honeywell $3.20 119%4-103/ 106 110 3.0 by pages i. 
ONVERTIBLE PRE- Oliver $4.50 119!/o- 97 100 104 45 ers las eptember a 
FERRED STOCKS: On Pure Oil $5.00 115'/-106% 108 105 4.6 $100 per share. At a re- 
the heels of a prolonged Lanse Pig ERED . Yp- = = yy pe cent price around 92, a 
>, ; _ ermoi . ae - 2 2 ; 5 Jr i : 
downtrend in euagy & for Wheeling Steel $5.00 107%4- 86 100 105 5.0 y Mer eget ay in 
agin it re : een Worthington Pump $4.50 103-84 89 100 5.0 he i 93 %o my + 
only natural that nu- ainable compared with 
merous preferred stock ee on and after September I, 1951. 314% last fall At cur- 
issues convertible into At 113 from August |, 1947 to August |, 1948. rent levels the shares 
junior issues have de- {Beginning October I, 1948. are selling 11 points be- 
clined sympathetically. - low their redemption 














Varying terms of the 

respective convertible privileges have either stimu- 
lated or eased the downward price movement. Senior 
issues of this special kind, of course, carry a dual 
appeal from priority as to dividends and a specula- 
tive call upon their junior stocks at future periods. 
During strong markets this latter advantage often 
pushes the price of the preferred up to levels where 
the income yield is largely disregarded in favor of 
speculative potentials alone, and often to a point 
where quotations exceed the call price for the pre- 
ferred, thus exposing the buyer to a risk of definite 
loss, should the issues be retired before the con- 
vertible privileges become of value. Under current 
market conditions it is interesting to note the re- 
vised status of many convertible preferred compared 
with a year ago. While in some instances the sig- 
nificantly lower prices for the equities have tended 
to lessen the speculative appeal of the preferred at 
present levels, a possible future uptrend in the stock 
market would narrow the gap and restore the spec- 
ulative advantage. Meanwhile it will be discovered 
that by careful selectivity, it is now possible to dis- 
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price of 103 and accum- 
ulated dividends. During an indefinite period ahead, 
the convertible privilege will permit an exchange of 
1 share of the preferred for 2 shares of common, the 
latter recently selling around 36. Hence at 92 for 
the preferred, the common shares would have to 
sell at 46 to establish parity for an exchange. As 
during the 1938-41 period the price for the common 
reached a peak of 5534, 5612 during war years and 
6234, in the 1946 boom, it can be envisaged that as 
time passes, the convertible privilege may acquire a 
realistic value again. Allis Chalmers, except during a 
few depression years, hag enjoyed a profitable rec- 
ord for decades past until one of the longest strikes 
in history hampered its operations last year. Now 
that this has been settled and the new Labor Law 
may force the troublesome Communist union leaders 
out of the scene, the company’s medium term pros- 
pects are bright. In the farm equipment field, in 
which it is one of the outstanding leaders, wartime 
experience and fat pocket books assure wide spread 
demand for agricultural mechanization. About 40% 
of the company volume (Please turn to page 400) 
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~ The BUSINESS ANALYST 
7e to : *T Bye e 
And 4 
may | NR 
ched ui on erevess | 
ona 
tant SUMMARY RARE TET Ereerrenememmane 
nel MONEY AND BANK CREDIT 
an MONEY AND CREDIT—On Oct. 15 the Treasury will re- ‘ [WEEKLY REPORTING MEMBER BANKS] 
few deem in cash the outstanding $758.9 million of its 44/4% _ eel as 
var- bonds of 1947-52, which were marketed shortly after World | INVESTMENTS | 
e it War I. They are the only U. S. 4!/4s now outstanding. Their ’ | | 
our redemption will save the Government $3.2 million a year 60} | =e 
sen in interest payments. Foreign silver at New York dropped | i 
of | 11 cents since our last issue to lowest price since Sept., 1945. | 
India has banned imports of the metal and domestic con- sof invests | 
sumers have withdrawn from the market for mid-year inven- a PATA AU: S GOVERNMENTS “| 
NY tory taking, and in anticipation of the July vacation period Sond | NAL 
yre- when silver processors close down. 2 | Nee, ; 
315 _ 40 ware] . in 
res TRADE—April sales at wholesale 22%, above last year, o La . ane noni ..— 
res and department store sales up 7%, in fortnight ended June 4 ¢ 
ck 14. Merchants again begin to order more freely, finding S « | 
ap- that predicted depression is not materializing. Output of a Ne eee — 
ng men's woolen suits at record annual rate of 27.5 million. ai a Ce 
led 
rm INDUSTRY—Business activity close to all-time high. First 2c aay 
vy quarter dividends biggest ever. Bank earnings improve in ROTA LOANS ee 
‘y. second quarter, but still under last year. — 
hs 10 COMMERCIAL LOANS — ames" 
ne COMMODITIES—Delayed planting pushes cash corn up en 
18 to highest price in history. M. W. S. index of raw material — 
y spot prices rises to new high since its inception in 1932. oLbLititliittitiiii i bistiit 
7% JASONDIFMAMJJASONDIJIFMAMYJ J 
at 1945 1946 1947 
“i 
a BUSINESS ACTIVITY 
in PER CAPITA BASIS 
s M. W. S. INDEX 
h The Nation’s physical volume of Business Activity con- 
a tinued to expand liek during the fortnight ended June 14, 
4 and almost duplicated the all-time high teuched during the 
‘a last week of March. 
n * * x 
7 Plant executives, particularly in the steel industry, are 
f again weighing the possibility of another serious Coal 
ss shortage. The miners will quit work June 28 for a ten-days” 
. a vacation. Before this is over the Government will have re- 
: 2 turned the mines for private operation, and only John L. 
. fl Lewis knows how long that vacation may be extended. A 
‘ ” coal shortage has become one of the major material ob- 
7 stacles to expanding production throughout the so-called 
2 “civilized” world. 
) a * * x 
. Rising living costs and attractive pay are again luring 
| Women Back to Work, The Census Bureau estimates that 
16.6 million women were gainfully employed in early May 
—largest number since Nov., 1946, and 300,000 more than 
in May, 1946. 
* * * 
Sales at wholesale during April were 22°, above the 
like month of 1946 in dollar total; but department store sales 
in the fortnight ended June 14 were only 7% above the like 
period last year, compared with a cumulative increase of 
(Please turn to the following page) 
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Latest Previous Pre- ” 
Wk.or Wkh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor JPiig, jy | ‘ 
MILITARY EXPENDITURE (tf) $b/ June !8 0.27 0.24 0.36 0.43 ; 
Cumulative from Mid-1940. June 18 355.6 355.3 3378 143 (Continued from page 395) 
10% for the year to date. Seeing that the predicted 
FEDERAL GROSS DEBT—$b June 18 257.2 257.3 268.8 55.2 depression is not materializing, and that prices are 
hardening, buyers for leading retail stores are be- 
MONEY SUPPLY—$b ginning again, cautiously, to step up the volume of 
Demand Deposits—I0! Cities... | June 18 40.5 40.3 39.9 24.3 their New Orders. 
Currency in Circulation... June 18 28.2 28.3 28.1 10.7 ee seh eae 
BANK DEBITS—13-Week Avge. Prices of men's woolen suits are heading upward, 
New York City—$b... _| June 18 6.79 6.77 7.34 3.92 | though output is at a record annual rate of 27.5 
100 Other Cities—$b..- _| June 18 9.67 9.70 8.15 5.57. | million. Production of the American Woolen Com- 
pany’s Assabet and Brown mills, which make 
INCOME PAYMENTS—$b (cd) Apr. 14.06 14.69 12.96 8.11 | Woolen Goods, and of all the Company's worsted 
Salaries & Wages (cd)... | Apr. 9.26 9.29 8.54 5.56 | mills, has been all sold up to October. Assabet is 
Interest & Dividends (cd) __| Apr. 0.95 1.47 0.89 0.55 | the world’s largest woolen mill. 
Farm Marketing Income als Mar. 1.84 1.70 (37 1.21 * * * 
Includ’'g Govt. Payments (ag). | Mar. 1.90 1.74 1.42 1.28 
It is predicted in the trade that Lead supplies 
CIVILIAN EMPLOYMENT (cb) m | Moy 58.3 BAT 54.8 52.6 may catch up with demand by summer, and Steel 
Agricultural Employment (cb), | May 9.0 7.9 8.9 8.9 by the year-end, if current high rates of production 
Employees, Manufacturing (Ib)__ | Apr. 15.4 15.5 14.0 13.8 can be maintained. Foreign Silver is already in 
Employees, Government (Ib). | Apr 5.4 5.4 57 4.8 over supply, for the time being at least, as proved 
UNEMPLOYMENT (cb) m May 2.0 2.4 2.3 3.4 by the sharp price decline in that metal at New 
York during the past fortnight. Imported Copper 
FACTORY EMPLOYMENT (ib4) Apr. 153 154 139 147 has dropped back to the -price commanded for 
ciclihe: Mind Apr. 180 181 156 175 domestic-mined copper. Considerations such as 
Non-Durable Goods ___ ___| Apr. 131 133 125 123 these, plus uncertainty as to continuation of the 
FACTORY PAYROLLS (ib4) Apr. 310 314 255 198 Government's subsidies on the output of high-cost 
producers, helps to explain why metal shares have 
FACTORY HOURS & WAGES (ib) been lagging behind the market of recent weeks. 
Weekly Hours Apr. 40.0 404 405 40.3 nee 
Meuily Wine tere)... __| Apr. 118.6 «118.0 1058 78.1 
Weekly Wage ($) Apr. 47.44 47.72 42.88 31.79 The Labor Bureau now estimates that Construc- 
tion will be started this year on only 750,000 new 
PRICES—Wholesale (Ib2) Joneua 147.6 147.9 111.8 92.2 homes, against about 1,000,000 last year; but that 
Retail (cdlb) ; Apr. 177.1 177.2 144.8 116.2 completions will also number 750,000, compared 
with only around 600,000 last year. In weighing 
COST OF LIVING (Ib3) Apr. 156.1 156.3 131.1 110.2 these comparative figures, it should be noted that 
eee Apr. 188.0 189.5 141.7 113.1 permanent homes will contribute much more to 
Clothing Apr. 184.6 184.3 154.5 113.8 building activity this year than last year when tem- 
Rent Apr. 109.0 109.0 108.4 107.8 porary living quarters were in more urgent need. 
Overall demand for building labor and materials 
RETAIL TRADE—$b ; will thus be considerably greater this year than last, 
Retail Store Sales (cd)... o. Apr, 8.8! 8.75 7.71 4.72 | despite the decline in building permits. 
Durable Goods _..—t—‘(tC—CS aed Apr. 1.98 1.86 1.43 1.14 * * * 
Non-Durable Goods __._______| Apr. 6.83 6.89 6.28 3.58 
Dep't Store Sales (mrb) Apr. 0.75 0.76 0.69 0.40 Should a decline in construction activity occur 
Retail Sales Credit, End Mo. (rb2)_| Apr. 4.59 4.47 3.19 5.46 | next year, it will probably be more than offset, in 
its effect upon employment, by the phenomenal 
MANUFACTURERS’ increase in our Exports, which are running cur- 
New Orders (cd2)—Total....___| Apr. 240 249 203 181 rently at three times imports, compared with an 
Durable Goods | «Apr. 278 287 219 221 excess of only 60% before the trade collapse in 
Non-Durable Goods __________| Apr. 218 2250. «194 157 1921. Cotton goods exports are about 15 times as 
Shipments (cd2)—Total ______ | Apr. 286 289 206 184 great as prewar (measured in dollars), synthetic 
Durable Goods iene |e 322 314 203 223 fabrics 28 times, radios 6 times, and industrial ma- 
Non-Durable Goods _________| Apr. 261 272 208 158 chinery 4 times. 
* * * 
BUSINESS INVENTORIES, End Mo. As Commerce Secretary Harriman points out: 
Total (ed)—$b Mar. 38.2 37.1 27.7 26.7 We produce perhaps half of the manufactured 
Manufacturers’ Mar. 21.6 21.2 16.8 15.2 she al tis walk: Whe ene emai tie eal 
Wholesalers’ Mar. 6.7 65 44 ot - es heeled 
5 nation at the present time which can provide a 
Retailers’ Mer. ied 4 $5 72 ood life for all our own people and at the same 
Dept. Store Stocks (mrb)__.__|_ Mar. 2.1 2.0 1.4 1.4 ° mr 
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Wk. or PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
BUSINESS ACTIVITY—i—pc June 14 162.0 161.5 151.7 141.8 ; : 
(M. W. S.)—I—np.. June 14 179.9 179.3 165.1 146.5 | time provide help for other peoples of the world to 
help themselves.” 
INDUSTRIAL PROD. (rb)—I—np | Apr. 187 190 165 174 Paneer 
Mining Apr. 141 148 104 133 
Durable Goods, Mfr... | Apr. 222 225 190 141 It is this enlightened selfishness that has made it 
Non-Durable Goods, Mfr. in _ date - cine possible for the Census Bureau to report our Em- 
CARLOADINGS—t—Total June 14 895 901 868 833 ployment in May as the greatest on record, with 
Manufactures & Miscellaneous. June 14 387 388 van = unemployment close to the lowest. In only three 
Mdse. L. C. L. June 14 116 117 126 6 : : ; tam Aanetl th 
oe me ee ee 
a year earlier. - 
ELEC. POWER Output (Kw.H.)m | June !4 4,702 4,635 4,030 3,267 ment, excluding automobiles; leather and leather 
; factures. 
SOFT COAL, Prod. (st) m June 14 “s hn Ue ee 
Cumulative from Jan. |... ___ | June 14 290 277 211 446 és. dee % 
Stocks, End Mo Mar. 57.7 49.5 58.5 61.8 
Publicly reported cash Dividends, which are 
“——t.s. June 14 5.1 5.1 5.0 4.1 about 60% of all dividends, paid during the first 
Gasoline Stocks June 14 93 95 93 88 quarter totaled $1,117,500,000—a new high record 
Fuel Oil Stocks June 14 48 47 45 94 and 21% above last year. 
Heating Oil Stocks June 14 38 37 36 33 
* * x 
LUMBER, Prod. (bd. ft.) m ") June 14 516 488 480 632 
Stocks, End Mo. (bd. ft.) b..._. -| Apr. 4.5 4.4 3.4 12.6 | The President's economic advisers are said to 
STEEL INGOT PROD. (st.) m May 1k aay [MEE OC Ree 
Cumulative from Jan. |. ____.. _.| May 35.3 28.0 21.7 74.7. | Opinion that No "real" business Depression Is In 
ENGINEERING CONSTRUCTION Sight. This will be bad news to anyone who be- 
AWARDS (en) $m ce 94 158 106 94 — in — ec ae Sh sei 
Cumulative from Jan. 1. S| June 19 2,530 2,436 2,505 5,692 een screaming Vepression ahead, tor more than 
two years now. It will be recalled aso that, back in 
MISCELLANEOUS 1929, at the peak of the Coolidge “New Era,” Ad- 
Paperboard, New Orders (st)t........| June 14 147 218 136 165 ‘nistrati blicist EC Seer Sana re 
Wood Pulp Stocks, End Mo. (st)t...| Apr. 83.3 79.7 77.3 Ie eect eager cerraen< 
U. S. Newsprint Consumption (st)t....| May 415 407 358 352 might never be another business depression. Re- 
Do., Stocks (mpt), End Mo. (st)t.| May 391 399 411 523 member that slogan: “Two chickens in every pot; 
Hosiery Production (pairs) m.... Apr. 156 155 158 150 two cars in every garage’? 
Portland Cement Production (bbls. )m Apr. 14.6 14.2 12.7 14.9 








ag—Agriculture Dep't. b—Billions. 


1935-9—100. Ib—Labor Bureau. 
tons. m—Millions. 
Without compensation for population growth. 
Charge accounts. st—Short tons. 


cbh—Census Bureau. 
cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. 
Ib2—Labor Bureau, 1926—100. 
mpt—At Mills, Publishers and In Transit. 
pc—Per capita basis. 


t—Thousands. tf—Treasury and Reconstruction Finance Corp. 


cd—Commerce Dep't. cd2—Commerce Dep't. Avge. Month 1939—100. 
en—Engineering News-Record. |—Seasonably adjusted Index. 
lb3—Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. It—Long 
mrb—Magazine of Wall Street, using Federal Reserve Board data. np— 
tb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and 
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No. of 1947 Ind ) ages 14, 1936, Cl—100) High Low Junel3 June 20 
Issues (1925 Close—!00) High Low June l3 June 20 00 HIGH PRICED STOCKS___._ 89.87 72.58 79.97 80.62 
304 COMBINED AVERAGE _.___ 148.8 101.5 124.4 126.3 pes LOW PRICED STOCKS_____ 183.14 124.35 139.81 142.83 
4 Agricultural Implements __ 188.0 143.4 167.3 170.2 6 Investment Trusts__.===S——2.8 48.3 54.7 54.5 
Wl Aircraft (1927 Cl—100)_ 167.1 108.2 117.6 116.4 3 Liquor (1927 Cl—100)____._ 933.6 592.1 686.3 722.6 
6 Air Lines (1934 Cl.—100)__ 636.9 486.3 505.4 497.0 8 Machinery __- —tsé«~‘SS 97.4 123.1 139.3 142.2 
6A 146.0 107.9 115.9 114.9 3 Mail Order eeeeer 84.2 107.3 113.1 
14 Automobile Accessories _____ 237.4 161.9 184.5 189.1 3 Meat Packing ei MOG 84.9 92.0 101.0 
11 Automobiles _..- === —«*S 2B 30.8 34.4 35.0 13 Metals, non-Ferrous 196.7 137.4 153.0 153.5 
3 Baking (1926 Cl—100)____ 24.1 18.9 19.8 19.7 3 Paper 39.6 31.3 36.3 37.1 
3 Business Machines... 301.6 230.8 264.7 262.6 23 Petroleum _.- Ss —s«~'‘9ZWG 172.2 191.8 197.4A 
2 Bus Lines (1926 Cl—100)___._ 175.0 116.1 129.5 132.9 20 Public Utilities . ook | 104.3 110.9 112.4 
4 Chemicals 245.6 223.8 244.9 244.7 5 Radio (1927 Cl—100)____—_ 23.2 16.1 17.3 17.8 
2 > Mining een 0 14.0 15.1 15.5 8 Railroad Equipment_.____. 80.6 55.8 62.2 63.7 
4C tion 58.3 40.6 45.3 47.2 23 Railroads 27.2 17.0 20.0 20.5 
13 Construction = t—« HS 48.0 56.9 57.5 3 Realty 32.9 22.9 26.4 27.4 
7 Containers 371.5 291.4 318.5 324.6 2 Shipbuilding ___ Ss tsé«~‘C' 44 87.4 100.4 99.9 
8 Copper & Brass... sid‘ 90.9 98.4 98.8 3 Soft Drinks sé 74S 462.9 574.5A 571.0 
2 Dairy Products. G9 55.9 58.7 58.8 13 Steel & Iron 121.1 90.7 99.5 101.5 
5 Department Stores ss 78.6 55.6 67.2 68.4 3 Sugar 68.2 51.4 56.7 55.0 
5 Drugs & Toilet Articles__..._ 223.2 149.4 158.2 159.8 2 Sulphur 253.8 211.0 225.1 236.5 
2 Finance Companies 255.8 203.3 225.9 230.6 3 Textiles 128.5 93.8 108.8 110.7 
7 Food Brands Ss. SS s«é'902«4 155.2 160.2 161.5 3 Tires & Rubber_.. ss t—<ité«SS+«*S*C 28.8 30.0 31.7 
2 (Rood! Stores 2 63.6 72.0 73.1 6 Tobacco 87.4 65.2 71.6 73.7 
3 Furniture 94.3 66.1 75.2 75.2 2 Variety Stores «342.5 289.1 319.8 323.2 
3 Gold Mining «924.7 738.4 924.7A 903.4 19 Unclassified (1946 Cl—1!00) 108.5 83.7 95.8 95.2 









































A—New High since 1946. 
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Trend of Commodities 








Commodity prices displayed a generally firm tone during 
the past fortnight. Cash corn crossed the $2.00 line for the first 
time on record. Stocks of that grain on farms are ample and 
the Agriculture Department still looks for a 3 million bushel crop 
this year, despite delayed plantings. On the other hand, nearly 
20 million bushels are now under contract for delivery by the 
end of July, while the current “visible supply” (in commercial 
warehouses) is only 13 million, and most of this is either marked 
for export or has been bought by industrial users. Domestic 
stocks of cotton are the lowest in 19 years, and only 2% of thi 
is in Government hands against 60% two years ago. Home 
use plus exports of the staple for ten months ended May 31 
were more than 11.5 million bales, roughly equal to recent 
annual production. Mill takings in May were a little under the 


like month last year; but demand for cotton textiles and for 
export is beginning to pick up again. Hence the upturn in prices 
for cotton. There is little prospect of any material drop in com- 
modity prices in the near future under present conditions of full 
employment at rising wages, and with export demand at 
record heights. Trading in futures on the countries various ex- 
changes will be resumed before long in copper, lead, tin, zinc 
and sugar. This is not to say that resumption in futures trading 
will be followed by rising prices. In all five of the commodities 
concerned, supply is beginning to catch up with demand; so 
that futures may well decline under the belief that contracts 
can be met later by purchases for cash at lower prices. It hap- 
pened that way with crude rubber. 
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WHOLESALE COMMODITY PRICES 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 


Date 2Wk. | Mo. 3Mo. 6Mo. I Yr. Dec.6 
June21 Ago Ago Ago Ago Ago 1941 
299.8 300.5 295.7 333.2 303.1 198.1 156.9 
272.0 271.0 273.1 290.6 289.3 171.9 157.5 
319.2 321.2 311.2 374.1 311.8 217.1 156.6 


RAW MATERIALS SPOT INDEX 
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28 Basic C dities 
11 Import Commodities____ 
17 Domestic Commodities... 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1947 1946 1945 1943 1941 1939 1938 1937 
High 145.5 128.8 95.8 92.9 85.7 78.3 65.8 93.8 
low _...... 1264 95.8 936 693 743 616 575 64.7 
398 


Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 

June2!1 Ago Ago Ago Ago Ago !94I 

7 Domestic Agriculture____ 359.1 351.9 342.0 341.4 309.6 255.2 163.9 
12 Foodstuffs.» «358.9 361.4 347.3 428.9 362.1 227.2 169.2 
16 Raw Industrials__._____ 261.7 261.3 281.8 285.5 265.0 178.5 148.2 























COMMODITY FUTURES INDEX 

MAR. APR. MAY JUNE 
140 
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Average 1924-26 equals 100 

1947 1946 1945 1943 1941 1939 1938 1937 
High 136.55 127.07 106.41 96.57 84.60 64.67 54.95 82.44 
Low __ 117.14 104.21 93.90 88.45 55.45 46.59 45.03 52.03 
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Answer to Inquiries 





(Continued from page 390) 
This improvement in liquid condi- 
tion was accomplished through re- 
duction of manufactured stocks 
and accounts receivable and the ap- 


plication of the $32,000,000 bond 


issue to reduction of bank loans 
and outstanding long term debt. 
While earnings on the common 
stock were lower than in the pre- 
ceding year and amounted to $2.04 
per share, there were special 
charges against income in the 1947 
period equivalent to 23 cents per 
share. These included a contin- 
gency reserve of $500,000. While 
the company showed $2.67 for its 
fiscal year 1946, net income in that 
year was increased by non-recur- 
ring credit of 93 cents a share, in- 
cluding an excess profit tax refund 
of $1,867,528. The annual report 
also stated: ‘Believing that the 
conditions which affected our net 
in the past year were unusual, and 
that eventualities have been am- 
ply provided for in a contingency 
reserve, the directors distributed 
during the year 85% of these net 
profits in the form of the regular 
$1.50 dividend and a 25 cent extra 
dividend.” It was further stated 
that current earnings amply cover 
the regular dividend of $1.50 a 
share and operating efficiency is at 
a high level and profit margins 
have increased 25% compared 
with last year. 

Philip Morris & Co. declared the 
regular quarterly dividend of 3714 
cents on the common, selling ex- 
dividend June 27, payable July 15, 
1947. 





Balancing Our Trade 
In Latin America 





(Continued from page 377) 
and Uruguay, has been bearish for 
Brazil, Columbia and other tropi- 
cal goods producing countries. 


What Is Latin America Buying? 


What are Latin American coun- 
tries buying? In the light of the 
1946 figures, machinery and auto- 
mobiles accounted for about 40 
per cent of the total, and the 
metals manufactures thereof for 
about 15 per cent; chemicals and 
miscellaneous manufactures, such 
as cameras, films and pharmaceu- 
ticals, contributed another 15 per 
cent. At present about 40 per cent 
of our current output of machine 
tools is being shipped to the coun- 
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CITIES SERVICE COMPANY 


Notice of Call for Redemption 
of 
$40,578,100 
2% Debentures due 1950 


Cities SERVICE COMPANY is calling the balance 
of its outstanding 5% Debentures due 1950 for redemp- 
tion on July 28, 1947 at 102 and accrued interest and is 
offering holders of Debentures subject to this call, the 
privilege of receiving immediate payment of the principal, 
premium and interest to July 28, 1947, upon presentation 
and surrender of their Debentures and coupons to the 
Trustee. 


Holders desiring to receive such advance payment 
should promptly forward their Debentures to The Chase 
National Bank of the City of New York, 11 Broad Street, 
New York 15,N.Y. © 


Notice of the Redemption as required by the terms of 
the Indenture is being published and this announcement 
is made in the interest of those holders who may not see 
such legal notice and who may wish to take advantage 
of the Company’s offer to make immediate payment with 
interest to July 28, 1947. 


This Redemption out of treasury funds, together with 
the redemption of $35,000,000 of Debentures in June of 
last year, completes the retirement of the entire issue of 
$118,115,600 of 5% Debentures due in 1950, which was 
sold in 1930. 


CITIES SERVICE COMPANY 


Sixty Wall Street 
New York 5, N. Y. 














tries south of the Rio Grande. 

The type of goods exported dif- 
fers, however, from country to 
country. Chile which is hard 
pressed for dollars and carrying 
out a far reaching industrializa- 
tion program, is spending about 
three-fourths of her available dol- 
lars (from current exports) for 
machinery and transportation 
equipment. On the other hand 
about two-thirds of Cuban imports 
consist of foodstuffs, textiles and 
other consumer goods. Mexico and 
Venezuela are likewise heavy buy- 
ers of consumer goods. 

As to which Latin American 
countries are buying our goods, 
Brazil is in the lead. As will be 
seen from the accompanying table, 
she is taking our goods at the an- 
nual rate of about $700 million. 
Mexico, which was the leading im- 
porter last year, is this year the 
second largest with imports at the 
annual rate of about $650 million. 
Before the war Brazil and Mexico 
used to take about $80 million 
worth of American goods annually. 
The biggest expansion as com- 
pared with our prewar export 
rate, has taken place in our ex- 
ports to Ecuador (1,200 per cent), 
Uruguay (1,100 per cent) and 
Brazil and Peru (over 900 per 
cent). The smallest increases were 
registered in our exports to Pan- 
ama (350 per cent) and Chile 
(over 400 per cent). 





Opportunities for Income 
and Price Appreciation in 
Bonds and Preferred Stocks 





(Continued from page 394) 


normally is derived from sales of 
electric generators and heavy in- 
dustrial equipment, for which the 
demand at present is exceptionally 
brisk. As Allis Chalmers itself has 
made strides in modernizing its 
facilities, has the largest amount 
of working capital in its long his- 
tory, and has a huge backlog of 
orders, its experienced manage- 
ment can be expected to make a 
good showing for the shareholders 
in coming months. With fixed 
charges of every description now 
at a lower rate than in prewar 
years, the dividend on the pre- 
ferred seems unusually well se- 
cured, and the current 40 cents 
per share paid quarterly on the 
common appears safe, too. 


AMERICAN WOOLEN COMPANY 
$4 CONVERTIBLE PRIOR PREFER- 
ENCE STOCK: — Successful con- 


400 


sumation of a refinancing pro- 
gram about a year ago brought 
159,484 shares of this no par 
stock into the hands of the invest- 
ing public. At any time this senior 
issue may be exchanged for 2 
shares of common, unless after 
September 15, 1951 it is redeemed 
at 105 and dividends upon 30 days 
notice. At a recent price near 77, 
the $4 dividend provided a yield 
of about 5.2%. As for the con- 
vertible privilege, should the com- 
mon shares rise from their recent 
level of around 34 to a price above 
3814 it is clear that ratably the 
prior preference shares would re- 
spond in price upwards. When the 
common earlier in 1947 sold at its 
peak for the year of 5034, for ex- 
ample, the prior senior issue sold 
at 10314, slightly over the parity 
price. In view of a spotty earnings 
record during numerous prewar 
years, investors have scanned 
spectacular 1946 net earnings, 
equal to $126 per share on the 
prior preferred and $21.86 on the 
common, with warrantable cau- 
tion as to future potentials. Dur- 
ing the first quarter of 1947, 
though, net equal to $5 per share 
on the common was reported, de- 
spite growing evidence that de- 
mand for certain grades of yarns 
and woolens was beginning to 
slacken. In view of the dominant 
position of this giant concern, 
however, and the record breaking 
purchasing power of the public, it 
would seem as if volume and prof- 
its would have to recede very sub- 
stantially before endangering the 
current quarterly dividend rate of 
50 cents per share on the common, 
much less than on the senior is- 
sue. The basic character of the 
goods produced and replacement 
demand for them should tend to 
stabilize volume during good 
times, despite competitive in- 
roads from other fibres. Then, too, 
the fact that due to refinancing 
the dividend rate on the senior 
issue has been reduced from 7% 
to 4% should help to stabilize an- 
nual distributions compared with 
the unfavorable record of the 
company in this respect during 
the early 1930s. With current 
working capital reported at over 
$58 million, compared with $30 
million a decade ago, the financial 
condition of American Woolen is 
indubitably satisfactory. All said 
the present status of the prior 
preference shares has elements of 
considerable interest, and while 
past performance precludes their 
inclusion in ultra conservative 
portfolios, they deserve consider- 


ation for their fairly attractive 
yield and speculative appeal. 





Securities 
Disturbing Investors 





(Continued from page 387) 


course, the current price status is 
attributable to the omission of 
dividends during the first quarter. 
Consolidated net sales for the 11 
months ended March 31, 1947 
were said to total $11.7 million 
and on that date unfilled orders 
amounted to $10.5 million. Solar 
officials claim that operations cur- 
rently are on a profitable basis. 
While this concern for more than 
a decade ranked as a leading pro- 
ducer of aircraft exhaust mani- 
folds, and still has contracts from 
the Government and others in the 
turbine, jet engine and projectile 
fields, it has gone in heavily for 
stainless steel products, such as 
milk pails, and dariy equipment, 
as well as caskets. Last year’s 
early efforts to diversify were un- 
profitable but apparently the cor- 
ner has been turned. As the 1946 
balance sheet disclosed a slightly 
tight position as to working capi- 
tal, it is probable that near term 
earnings will be used to build up 
this item, requiring patience on 
the part of shareholders. From 
1936 to 1946 small dividends were 
paid regularly, but in widely 
varying amounts at that. It seems 
to us that time must elapse to 
establish earnings potentials un- 
der current conditions, and that 
under the circumstances present 
shareholders can afford to await 
developments before averaging at 
current prices. 


Stokely Van Camp, Inc. 


At a recent price of 16, the 
shares of this packer of vege- 
tables, fruits and non-seasonable 
food products have declined con- 
siderably from their high of 3934. 
in 1946 and a top price of 2414, 
during 1947. Considering that for 
the first time in a decade, the 
company initiated cash dividends 
upon the common last fall, al- 
though several stock dividends 
had previously been declared as 
time went on, the weakness in 
the stock has aroused occasional 
comment. Net earnings of this 
concern have steadily expanded 
from a deficit status in 1938-39 
to a peak level of $5.32 per share 
for the fiscal year ended May 
31, 1946, and for the year re- 
cently ended it is thought that 
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price declines, 





further improvement will be 
shown. Sentiment as to general 
prospects for the canning indus- 
try in near term months has not 
been overly bright, due to possible 
over supply of 
frozen foods and in some cases 
heavy inventories. Good control of 
costs and inventories, though, are 
characteristic of Stokely Van 
Camp. Reports are that they have 


'adopted wise policies to hold 


down inventories of seasonal 
foods in favor of heavier propor- 
tions of non-seasonal goods, such 
as pork products and the like. 
Profit margins of better than 
15% last year were considerably 
above normal and likely to nar- 
row in the current year for more 
than one reason. In all probability 
the forthcoming balance sheet 
will disclose a partial allotment 
of earnings to create a reserve 
against potential inventory losses. 
As for finances, the $3 million 
134.% serial notes outstanding at- 
test to an exceptionally strong 
credit position, borne out by a 
4 to 1 current ratio a year ago 
and by sizable working capital of 
more than $17 million. In view 
of a wide margin of earnings over 
dividends, it seems safe to assume 
that the recently established 
quarterly dividend of 25 cents per 
share is very well protected and 
in time may be improved. Hence 
the current yield around 6.3% is 
rather attractive and the time for 
sensible averaging may not be 
far away. 





For Profit and Income 





(Continued from page 389) 


war, whatever the tax bracket. 
That is one of the reasons, not 
commonly appreciated, for the 
generally conservative relation of 
stock prices to earnings and divi- 
dends. Tax changes could con- 
ceivably become a major market 
influence next year, on the bullish 
side. The only possible change in 
present rates will be down. The 
only question is just when, and 
just how much. 


Rail Equipment 


Taking a look at the railroad 
equipment situation, what stands 
out is continuing acute shortage 
of freight cars, inadequate sup- 
plies of steel and some compo- 
nents, huge and still rising order 
backlogs. Total earnings of the 
industry will go higher before 
they go lower, and probably hold 
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at advanced levels for a pretty 
extended stretch. Yet most of the 
stocks are nearer the year’s lows 
than highs. Probably that is be- 
cause they have always had, in 
most cases, a strong speculative 
flavor; and the spirit of specula- 
tion is not thriving. With respect 
to assurance of good profits and 
the duration thereof, the air 
brake and signal equipment end 
of the industry is in the best posi- 
tion, the car makers next and the 
locomotive builders last. Pullman 
and Westinghouse Air Brake — 
class as first-rate, with unbroken 
dividend stock records among the 
longest in any industry; but a 
more complete study with sug- 
gestions for a diversified stake 
in this industry will be contained 
in our next issue. 


Sutherland Paper 


Around 40, against bull-market 
high of 5514, Sutherland Paper 
impresses this column as a rela- 
tively conservative growth situa- 
tion, at a current yield of nearly 
4.4%. Earnings roughly doubled 
from 1929 to 1937, and nearly 
doubled again from 1937 to 1946, 
when they amounted to $4.68 a 
share. They may top that this 
year. Now doing around $20 mil- 
lion of business a year, the com- 
pany is far from small, yet smail 
enough to leave plenty of leeway 
for further long term growth. 
The sole capitalization is 344,000 
common shares. 


Repeat 


We have long thought that 
good oils offered perhaps the out- 
standing investment values in the 
market. We stil think so. They 
have held remarkably well on the 
market sell-offs, risen well on the 
recent rally. We have noted that 
the industry’s supply-demand out- 
look was strongly favorable, re- 
gardless of any business reces- 
sion. This is now being empha- 
sized by shortage of gasoline in 
the mid-west, tight supplies in 
many other areas — even before 
the number of cars on the roads 
is back to normal. On the basis of 
assured good earnings and divi- 
dends for a lengthy period — 
probably for at least several years 
— oils are still among the most 
reasonably priced of all stocks. 





Labor Saving Machinery 





(Continued from page 383) 
Cub (the smallest tractor). The 
company has led in the final de- 


velopment of both cotton-pieking 
machines and the new sugar beet 
harvesting machinery. The picker 
will go into quantity production 
this year, at the Memphis plant. 
In 1946, Harvester built a limited 
number of the sugar beet har- 
vesters which are expected to 
revolutionize the beet sugar in- 
dustry (heretofore dependent on 
cheap labor, including migratory 
Mexican help). 

Soil conservation is a top ob- 
jective of Harvester machines 
and the company seeks to educate 
farmers on contour plowing and 
similar practices. The Evansville 
plant is producing a general line 
of milk coolers and low-tempera- 
ture food storage chests. The 
company was outstanding in its 


policy of lowering prices this 
spring. 
Deere is the second largest 


farm machinery producer, with 
tractors accounting for nearly 
half of sales, tillage lines about 
35% and threshers and harvest- 
ers 20%. It specializes in the low- 
priced two-cylinder wheel-type 
tractor and recently has developed 
several additional implements for 
small farm use. The company has 
grown much faster than Inter- 
national. Its capitalization is per- 
haps not quite so conservative, 
but the financial position was very 
strong at the end of the last fiscal 
year — cash assets were nearly 
half of all assets. Earnings and 
dividends have been somewhat ir- 
regular. The large cash position 
now tends to give the common 
stock investment quality, which 
it lacked during the 1930s. 

In the office equipment field, 
Remington Rand and National 
Cash Register are examples of 
progressive managements. Rem- 
ington has built up a highly di- 
versified line introducing impor- 
tant ‘visible index” (kardex) 
equipment. Two large modern 
plants have been acquired re- 
cently to manufacture business 
machines and the company is 
pushing its over-all program of 
research, development and process 
engineering. The company’s auto- 
matic mico-film camera, ‘‘Film-a- 
record,” is enjoying ever-increas- 
ing use for filming bank checks, 
department store sales slips and 
bills, hospital patients’ records 
and business correspondence. The 
latest model includes many im- 
provements such as Color-Stat, 
which assures clear copies from 
colored paper originals. 

The company is a leading pro- 
ducer of multiple-head electric 
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shavers. The new commercial and 
industrial television camera, Veri- 
con, permits visual supervision of 
hazardous processes at a safe dis- 
tance, and instantaneous visual 
record communication. The com- 
pany’s rather low cash position 
and the leverage character of 
earnings detract somewhat from 
the remarkable earnings gains — 
share earnings jumped from 45c 
in 1988 to $7.12 last year. 

National Cash Register does 
about 90% of the cash register 
business in this country, but is 
also an important producer of 
specialty accounting machines 
such as adding-typewriters, post- 
ing machines, and a payroll ma- 
chine which sorts time-sheets 
and turns out checks. Earnings 
and dividends have shown con- 
siderable stability in recent years. 
While the company has been di- 
versifying in other fields, its con- 
tinued concentration in the cash 
register field may deprive it of 
dynamic growth possibilities, 
though of course foreign sales 
should show further gains. 

Joy Manufacturing is the lead- 
ing producer of mechanical 
loaders, chain conveyors, haulage 
and slope-belt conveyors, shuttle 
ears, drilling, cutting and other 
equipment, used principally in 
underground coal mines. Last 
year two other companies were 
acquired by merger, adding a 
complete line of trackless mining 
equipment and various labor-sav- 
ing devices. Replacement parts 
and repairs are an important part 
of the business. The company has 
enjoyed extremely rapid growth, 
assets last year being nearly ten 
times those of 1938, and sales 
were stepped up at an even more 
rapid pace. Share earnings last 
vear (the fiscal year ends Septem- 
ber 30) were $3.29 vs. $1.42 in 
the previous year, and a further 
big gain is expected in the cur- 
rent fiscal year. The $1.80 divi- 
dend rate (jumped from last 
year’s $1) includes extras. Rising 
wage demands by miners, as well 
as the big European demand for 
coal, seem to insure a continued 
strong foreign and domestic de- 
mand for mechanized mining 
equipment. European countries 
are far behind the United States 
in the use of such equipment. 

Ex-Cell-O has retained a rather 
small number of shares in spite 
of its rapid gain in sales, result- 
ing in sharp fluctuations of earn- 
ings and dividends. The cash posi- 
tion is relatively low, and the cur- 
rent ratio only fair. The company 
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is an important maker of machine 
tools and airplane engine parts. 
It has added a new line of all- 
electric milk pasteurizers which 
are expected to prove popular. 
There is also said to be an in- 
creasing demand for Pure-Pak 
milk packaging machinery. De- 
velopment of new lines will, it is 
thought, offset irregularities in 
machine tool production. The 
stock returns a good yield, but 
the dividend rate must be con- 
sidered on the generous side. 

Link-Belt is one of the strongest 
of the machinery companies. It 
has only common stock outstand- 
ing, and the cash position is above 
average. Earnings have been in- 
creasing consistently in recent 
years, and dividends have been 
paid without interruption since 
1906 (the rate has recently been 
increased to $3). The company 
makes a diversified line of exca- 
vation and mining machinery, 
power transmission equipment, 
conveyor systems, etc. At the be- 
ginning of this year unfilled 
orders were about $60,000,000 or 
about a year’s business. 

Food Machinery Corporation is 
an outstanding “growth” com- 
pany. Sales jumped from $8,000,- 
000 in 1939 to $240,000,000 in 
1915 but shrank to $50,000,000 in 
1946. With higher profit margins 
and lower taxes however, share 
earnings remained above the $6 
level. Dividends have been main- 
tained on a conservative basis, re- 
sulting in a low yield. 1947 earn- 
ings are expected to be well main- 
tained. The company is still add- 
ing new lines and the present $40- 
000,000 backlog of orders includes 
a substantial demand for pumps, 
sprayers and chemicals. New 
products include equipment for 
potato harvesting, processing 
foods in glass containers, filling 
frozen food cartons, fog fire fight- 
ing. 

Automatic Canteen Company of 
America is a small but growing 
company, whose stock is listed on 
the Big Board. It has an excep- 
tionally strong cash position for 
its size, and is engaged in auto- 
matic merchandising of candy, 
gum, nuts and beverages through 
coin operated machines. An elec- 
tronic grill has been designed to 
vend hot sandwiches, and other 
projects include machines for sell- 
ing milk, hot coffee and ciga- 
rettes. Machines are leased to 83 
distributors covering a large sec- 
tion of the country. While sales 
were stimulated by the war, they 
were well maintained in 1946 and 





the company should have con- 
tinued growth possibilities. How- 
ever, dividends are somewhat lib- 
eral and the stock may have par- 
tially discounted anticipated near- 
term gains. 

Evans Products specializes in 
patented devices for loading and 
shipping automobiles in railroad 
cars, loaders for use in cargo 
planes, etc. It also has a high- 
diversified list of labor saving de- 
vices and miscellaneous products. 
The company enjoyed good war- 
time growth and share earnings 
have gained sharply since 1940, 
Dividends were resumed in 1944 
after a lapse of seven years. The 
current position at last year-end 
was below average, the current 
ratio being only 1.6 to 1. 

American Machine & Foundry 
is an old-line leader in the ma- 
chinery field. Its principal line is 
automatic machinery for making 
cigars and cigarettes. Since part 
of its equipment is leased, income 
and dividends (paid for 20 years) 
have been remarkably stable. In 
recent years the company has 
been diversifying in a number of 
new lines and last December ac- 
quired an automatic pin-spotting 
unit for use in bowling alleys. 
(Some disappointing delays in de- 
veloping this device have occurred 
however.) After remaining rela- 
tively stable for many years, the 
company now appears to be en- 
tering a growth period. The finan- 
cial position remains excellent. 
The stock usually sells at a high 
level in relation to earnings and 
dividends and hence has limited 
speculative appeal. 

U. S. Hoffman Machinery is a 
leading producer of garment 
pressing machines, laundry ma- 
chinery, vacuum cleaning sys- 
tems, etc. The company has had a 
good growth record but cash re- 
sources have remained on the low 
side, and earnings and dividends 
have been irregular. The jump in 
earnings from $2.74 in 1945 to 
$7.31 last year doubtless reflected 
deferred demands for its prod- 
ucts; the current backlog equals 
about six months’ operations. The 
stock is conservatively priced, in 
relation to earnings and divi- 
dends, discounting a probable re- 
duction in profits for the current 
year. 

Bucyrus-Erie is the largest 
maker of excavating machinery 
and related tools and appliances, 
together with power units of all 
kinds used in excavating work. 
Excavators range from 3% to 33 
cubic yards capacity. The com- 
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pany has had a fine growth rec- 
ord, reflected in gradually increas- 
ing earnings. 1947 profits are ex- 
pected to increase sharply com- 
pared with last year’s $2.08, so 
that continuance of the present 
dividend rate appears reasonably 
assured. Unfilled orders are re- 
ported substantial and the cash 
position appears satisfactory. The 
stock seems reasonably priced in 
relation to anticipated earnings. 

E. W. Bliss has had an irregular 
past record with a deficit in 1945, 
but with current earnings at a 
relatively high level (possibly 
$5-$6 this year compared with 
$3.40 last year). The order back- 
log represents over a year’s nor- 
mal business. The stock is a typi- 
cal “leverage” issue. The company 
makes mechanical metal-working 
machinery, etc. It is believed to be 
the largest producer of mechani- 
cal presses in the world. Its prod- 
ucts are used by a number of in- 
dustries, and it is benefitting by 
the high rate of activity in the 
heavy industries. 

Chain Belt, as the name indi- 
cates, produces chain and trans- 
mission equipment, construction 
machinery, conveyors, ete. The 
company has enjoyed a steady but 
not sensational growth, though 
share earnings have not gained 
proportionately. The stock does 
not appear outstandingly attrac- 
tive in relation to past earnings 
and dividends, but the current 
price seems explained by the fact 
that earnings of about $4 a share 
have been forecast for the year 
ending October 31st, compared 
with only $1.46 last vear. 

Chicago Pneumatic Tool is a 
leading maker of pneumatic and 
electrical industrial machinery 
and tools, gas and diesel engines, 
etc. During the 1930s, the com- 
pany made a poor showing, but 
wartime and postwar earnings 
have been excellent, permitting 
the company to improve its finan- 
cial position. The $3 convertible 
prior preferred stock may inter- 
est some investors, (convertible 
into 124 shares). 

De Vilbiss is a leading producer 
of industrial spraying systems of 
all kinds. Sales have shown steady 
growth and the company is con- 
servatively capitalized. This stock 
appears to occupy a medium posi- 
tion with respect to earnings and 
dividends. 

Yale & Towne is a well-known 
New England producer of build- 
ers hardware, material handling 
equipment, ete. Dividends have 
been paid since 1899. Earnings 
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this year should show improve- 
ment over last year’s $2.12 which 
reflected the prolonged strike and 
other difficulties. The price of the 
stock reflects its investment 
standing. 





New Trends in 
The Shoe Industry 





(Continued from page 385) 
tations for packers calf and kid- 
skins and smaller advances for 
lighter weight hides of desirable 
grades. In the most recent week 
from June 7, to June 14, 1947, 
hides and skin showed an increase 
of 1.8 points which was the great- 
est advance of any of the 25 com- 
modity indexes reported. For the 
year from June 15, 1946 to 
June 14, 1947 all commodities 
showed an advance of 32 per cent. 
Hides and Leather Products rose 
35.3 per cent. There were only 
three other groups which gained 
more in this year—Foods, Build- 
ing Materials and Semi-Manufac- 
tured Articles. All commodities, 
other than farm products and 
foods, advanced only 25.9 per cent. 


Tanners and Leather 
Manufacturers 


When price controls were lifted 
last October the leather manufac- 
turers took a great many more 
imports of hides and skins. In the 
last quarter of 1946 twice as 
many such supplies came into this 
country as during the entire first 
three quarters of that year. A 
good volume of imports continues. 

Allied Kid saw moderately 
higher earnings for their fiscal 
year ended June 30, 1946 and 
much higher income for the six 
months ended December 31, 1946 
as the statistical table shows. An 
extra dividend was paid May 15, 
1947. Amalgamated Leather, with 
better supplies of goatskins com- 
ing in, witnessed a big increase in 
earnings last year, with sales up 
61%. Their April, 1947, dividend 
was increased to 20c. 

American Hide & Leather lost 
money in their fiscal year ended 
June 30, 1946, partly due to 
strikes, but the first 9 months of 
their current year brought earn- 
ings of $2.00 per share vs. only 
$0.17 in the same months of the 
previous year on June 26 directors 
of the company declared a 50-cent 
per share common dividend, the 
first in the company’s 48-year his- 
tory. U. S. Leather, largest do- 
mestic tanners of sole and heavy 
leathers has suffered deficits for 


several years past, including the 
October 31, 1946 fiscal year. But, 
for the six months ended April 6, 
1947 $1.32 per share was reported 
earned. Seton Leather, specializing 
in patent leathers has also done 
well, tripling its earnings per share 
last year. 

Uncertainty over possible in- 
ventory losses is a recurring haz- 
ard in this highly speculative field 
—so even a mild recession later 
might prove bad for them. The 
stocks have broad movements and 
are suitable only for rank specu- 
lation in good markets. 


Shoe Manufacturers and 
Chain Stores 


The three largest shoe manu- 
facturers, in order of size, are In- 
ternational Shoe, Endicott John- 
son and Brown Shoe. All of them 
have been witnessing much 
higher income as shown by their 
latest annual and interim earn- 
ings statements reported in the 
accompanying table. Endicott 
Johnson set aside especially large 
reserves for inventories and con- 
tingencies or else even higher 
earnings would have resulted. 

General Shoe Corporation, a 
producer of low cost shoes, main- 
tains a good control over costs 
and has shown steady expansion 
in production. Florsheim concen- 
trates on quality shoes for both 
men and women. Melville Shoe 
Corp., in addition to being an im- 
portant manufacturer, operates 
an extensive chain of retail stores. 

At present the shoe manufac- 
turing companies are in a squeeze, 
as pointed out previously in this 
article, between higher hide 
prices, rents and wages, on the 
one hand—and the pressure from 
consumers, retailers and whole- 
salers for lower prices, on the 
other. The better trend of incame 
seen last year may be reduced be- 
fore the year is over, especially 
in quality lines where further 
price rise might be _ instituted 
thereby. 

Aside from Melville Shoe Cor- 
poration, A. S. Beck, Edison 
Brothers, G. R. Kinney Company 
and Schiff Company are the lead- 
ing chain shoe companies. They 
have all been sharing fully in the 
prosperity brought about by the 
filling of war-born, deferred. de- 
mand for shoes, increasing sup- 
plies and higher prices. 

In recent months, signs of price 
reductions have appeared to meet 
consumer resistence to _ high 
prices. However, volume is still 
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good and 1947 profits will prob- 
ably not be much below 1946. 


Shoe Machinery Companies. 


United Shoe Machinery Com- 
pany is the largest producer of 
machinery for making footwear. 
It sells and leases its machines, 
as well as selling accessories. Its 
competitor Compo Shoe Machin- 
ery operates in a similar manner. 
The fortunes of these companies 
are tied to shoe production and 
so their outlook for the rest of 
1947 and at least early into 1948 
is ‘satisfactory. The common 
shares of both these companies 
are more conservative than the 
shoe shares as a whole, and 
United Shoe Machinery, in par- 
ticular, has investment aspects 
due to stable earnings and good 
record of continuous dividends 
since 1905. Pertinent statistics on 
both companies are included in 
the table. 

It is possible that improved ma- 
chinery may help the shoe man- 
ufacturers to cut their labor costs 
in the future, but, as United Shoe 
Machinery states, in war years 
their research division was de- 
voted entirely to Army and Navy 
projects, so they have only in the 
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past year been able to take up 
again their prewar studies. Re- 
serves for contingencies set aside 
during the war will help finance 
these renewed researches. Compo, 
too, was disrupted by the war but 
they state that they are making 
some headway. The men’s sole at- 
taching conveyor and auxiliary 
equipment are now in volume op- 
eration with good results. Perfec- 
tion of new adhesives has been 
announced. 


Use of Plastic in Shoes 


During the war a great volume 
of plastics were used in shoe pro- 
duction but apparently the indus- 
try did not do too good a job in 
its publicity, because shoe wear- 
ers came to regard plastics as only 
a temporary stopgap until leather 
again became available. As a mat- 
ter of fact, plastics have certain 
advantages in themselves, and 
these are beginning to bring an 
increased demand especially for 
children’s shoes. During the war 
some inferior products hurt the 
reputation of plastics, according 
to reports to us from plastics pro- 
ducers. Actually, the wearing 
qualities of vinylite plastics are 
excellent and producers of viny- 
lite soles say they outwear leather 
for soles about three times over. 

For soles and scuff-proof tips on 
children’s shoes plastics are find- 
ing favor. They are also being 
used for women’s shoes. Patent 
vinylite does not crack or peel like 
patent leather and has achieved 
some popularity. On the whole, 
however, plastics still account for 
only a small part of shoe produc- 
tion. The outlook is for a gradual 
increase in their use. Perhaps ex- 
perience abroad may throw more 
light on the practicality of viny- 
lite in shoes since reports say that 
40% of the shoe production in the 
American Zone in Germany (now 
being produced there) is from this 
material, both for uppers and 
soles. Another factor of impor- 
tance is the cheaper prices for 
plastics, which are going lower as 
volume expands. Higher prices 
may force increased use in lower 
priced shoes. 


Market Action of the Shoe Group 


As mentioned, the leather com- 
pany shares are highly specula- 
tive and have wide, volatile 
swings. On the other end of the 
scale are the shoe machinery com- 
pany stocks which have invest- 
ment aspects. In between are the 


equities of shoe producers and re- 
tailers. On the decline since last 
May, they have not acted as well 
as the general market. However, 
in view of the prospects for con- 
tinued demand and fair profit 
margins, issues such as Endicott 
Johnson, Mellville Shoe Corpora- 
tion, General Shoe, Brown Shoe 
Company and International Shoe 
can be regarded as satisfactory 
speculations if purchased at a 
strategic level when the advice to 
buy is issued in the A. T. Miller 
market article which appears in 
each issue of our magazine. 





A Realistic Approach to 
Corporate Finances Today 
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bonds while the other $2.5 billion 
was about evenly divided between 
new stock issues and long term 
bank loans. The remaining funds 
were obtained from retained cor- 
porate profits. 


Important Shifts in 
Corporate Finance 


These figures highlight the im- 
portant shifts that have occurred 
in corporate financial positions, 
reflecting not only the return to 
peace-time business but, impor- 
tantly, the impact of sharply 
higher prices on capital require- 
ments and capital‘ expenditures. 
To meet these needs, business 
made substantial use of the se- 
curity markets and obtained in 
this manner the largest amount 
of financing since 1929; it also 
had to reduce drastically its liquid 
asset holdings in the form of Gov- 
ernment securities, while expand- 
ing inventories and accounts re- 
ceivable, with the result that gen- 
eral financial liquidity was mark- 
edly reduced. 

These trends must be expected 
to be intensified this year as the 
impact of high prices will be felt 
more severly; there is little in- 
dication of any marked downward 
trend in the general price struc- 
ture during the balance of 1947. 
Last year, amid much talk of rec- 
ord profits, corporations had to 
borrow heavily and sell additional 
stock in order to meet capital re- 
quirements. To the extent to 
which this occurred, record prof- 
its are not only transitory but in 
some instances at least illusory, 
for ultimately the additional debt 
assumed must be paid back—out 
of earnings. 

Viewed in this light, earnings 
as currently reported can hardly 
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be regarded as “true” earnings. It 
is a thought worth pondering by 
/investors who must realize that 
generally speaking, neither prof- 
its nor dividends can continue for 
any length at the peak levels ob- 
taining today. Eventually the 
overstatement of earnings inher- 
ent in the current situation will 
have to be compensated for, quite 
apart from the normal fluctuatins 
of business as a determinant of 
profits. In appraising real earning 
power, the factors discussed in the 
foregoing deserve particular em- 
phasis. 





How Big Corporations Plan 
Vast Growth 
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degree of specialization in vari- 
ous forms of activity. One group 
of companies has concentrated on 
production of cloth, another on 
“converting” (designing patterns 
and selling printed cloth to fab- 
ricator), also there have been 
fabricating mills, finishing shops, 
etc. 

During wartime cloth shortages, 
fabricators bought cloth mills to 
assure a continuity of cloth sup- 
ply, while some cloth mills bought 
finishing mills to achieve wider 
profit margins. Such a type of 
merger, within an industry, is 
known as “vertical integration,” 
as distinct from the “horizontal 
*mergers, where a company buys 
a concern making an entirely dif- 
ferent type of product. 

An outstanding example of 
“vertical integration” in the tex- 
tile industry has been the rapid 
development of Textron, Inc., as 
a huge manufacturing company 
active in all phases of the textile 
industry, from manufacturing of 
rayon yarn, to the ‘sewing” or 
finishing end of the garment busi- 
ness. During the last few years, 
Textron has bought dyeing com- 
panies, yarn mills, cloth mills, 
fabricating plants, and just re- 
cently acquired an English textile 
company (subject to approval by 
stockholders July 23). 

Due to the special conditions 
of the last few years, earnings of 
Textron have leapt ahead. In 1946 
the company reported earnings of 
$5.88 a share on the common 
stock, after setting aside $1 mil- 
lion for contingencies. In the early 
months of this year, the company 
was earning $1 a share monthly. 
More recently earnings have 
shown a considerable drop, due to 
losses in the finished goods end 
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of the business, though cotton 
mill profit margins still are satis- 
factory. 

Strong differences of opinion 
exist as to the economic sound- 
ness of verticle integratign in an 
industry, particularly an industry 
with varied facets, such as tex- 
tiles. The experience of Textron, 
and others, however, has indi- 
cated that, at least temporarily, 
under special conditions, large 
profits are possible. 


Noma Enters New Fields 


Mergers also develop, where a 
company can provide capital, man- 
agement skill, sales organization 


or some other important factor,’ 


to make a success of another com- 
pany, which has been having hard 
sledding because of lack of some 
such vital asset. An illustration 
may be found in the recent expan- 
sion of Noma Electric Corp. 
activities. 

Originally in the comparatively 
limited field of manufacture of 
Christmas tree bulbs and other 
decorative lighting sets, Noma in 
a comparatively short time be- 
came a household name synony- 
mous with Christmas tree lights, 
due to the sales genius of Presi- 
dent Henri Sadacca and his as- 
sociates. 

Backed by substantial profits 
from success in the decorative 
light business, Sadacca looked 
about for other businesses to ac- 
quire. What were wanted were 
companies with good products, 
but lagging because of weakness 
in merchandising. Today Noma, 
in addition to its light business, 
makes and distributes wires, 
cables, sun glasses, stoves, re- 
frigerators, home and _ farm 
freezers, heat control units, wood- 
en and plastic toys, dolls, auto 
lights and other products. Reflect- 
ing acquisition of additional com- 
panies, Noma sales in 1946 
jumped to $32.4 million from 
$13.4 million in 1945. 

Successful entry into new fields 
by a company with ample capital, 
with management abiilty and 
with sales experience, is by no 
means new. Numerous instances 
can be cited, but an outstanding 
illustration is General Motors, 
which years ago started to di- 
versify its activities and thereby 
add to earnings stability. General 
Motors is generally known to be 
the leading factor in the automo- 
bile manufacturing industry, but 
not so widely known is the fact 
that this company also is an im- 
portant manufacturer and distrib- 











225 STOCKS 


a Dividend in 25 Years 


ROM a review of every 
actively traded common stock 
our Staff has listed 225 with un- 
broken dividend records for 25 or 
more years . . . 99 have not skipped 
a payment in 45 years or longer 
. . eight go back 100 years... 
one has paid dividends without 
interruption for 134 years. 

This Report’ gives dividend 
record of each issue, 1946 per share 
earnings and dividends, indicated 
1947 dividends and current yield. 


INCOME BARGAINS 


Here is an invaluable aid to investors 
looking for income bargains in today’s 
depressed Stock Market, including stocks 
yielding 5%, 6% or better with dividends 
well protected by current earnings. 

The real postwar boom is still ahead for 
these high-yielding issues. 

We will gladly send to new readers 
an introductory copy. 


Send for Bulletin MW-11 FREE! 


(No representative will call.) 


UNITED BUSINESS SERVICE 


210 Newbury St. a r Boston 16, Mass 








SELL BY MAIL! 

Leading Mail Order business magazine may be your 
income-increasing opportunity. Large independent 
business Journal. Each issue full of new and proved 
ideas. Plans, methods, showing how to start and 
make the mail order business pay handsome profits. 

Sample Copy, 25c — Year’s Subscription, $3. 

NATIONAL PUBLISHING COMPANY 
Suite 706 MW 
356 South Broadway, Los Angeles 13, Calif. 





“SELECTING THE RIGHT STOCK” 
A new book of Studies on the Stock Market 
profusely illustrated with long term charts shows 
how individual stocks move in Sequence rather 
than together and clearly explains principles of 
market action for Selecting the Right Stocks for 
the next big swing. Price $5.00. 
STOCK MARKET INSTITUTE 
838 So. La Brea Ave., Los Angeles 36, Calif. 











utor of such varied lines as elec- 
tric refrigeration equipment, air 
conditioning and heating units, 
home lighting and water systems, 
bicycle parts, aviation engines, 
gas and Diesel engines of various 
types including Diesel - electric 
locomotives for railroad use, elec- 
tric motors for household ap- 
pliances, ete. 


Loew’s in Music Publishing 
and Records 


Even the big motion picture 
companies have been increasing 
their activity in new lines. For 
instance, Loew’s, Inc., big motion 
picture producer and distributor, 
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has become one of the largest 
‘factors in the music publishing 
business, through control of Rob- 
bins Music Corp., which in turn 
controls seven of the leading 
music publishing concerns. Re- 
cently Loew’s-has embarked into 
the phonograph record business. 
Loew’s can reproduce from the 
sound tracks of its musical films, 
provide and -distribute popular 
music records at relatively low 
price. Loew’s expects to be one of 
the biggest factors in the phono- 
graph record business. 

In some cases, mergers are be- 
lieved by many:to be the only 
way certain large industries can 
be saved from being forced under 
Government control and owner- 
ship. The coal industry is one ex- 
ample, the railroads another. The 
situation of both these industries 
is somewhat similar. 


Coal Industry Needs Consolidation 


In the case of the coal industry, 
hundreds of relatively small com- 
panies have been fighting each 
other, while John L. Lewis has 
been busy consolidating the 
workers into a big “trust” and 
forcing payment of higher and 
higher wages. 

Recently there has been a trend 
toward consolidations in the coal 
industry. A few companies, such 
as Pittsburgh Consolidation Coal, 
have become relatively large con- 
cerns, as measured by size of com- 
panies in some other industries, 
but these large coal companies 
still produce only a small per- 
centage of the total coal produc- 
tion in the United States. 

Notwithstanding, the larger 
companies have been able to 
achieve sufficient operating econ- 
omies so that they have been en- 
abled to build up reserves for 
increasing safety of mine opera- 
tions, also to finance research in- 
to new uses for coal. Jointly with 
some of the coal-carrying rail- 
roads, these companies have fi- 
nanced research which has re- 
sulted in development of a new 
coal-burning gas-turbine, which 
promises to be more economical 
to operate than the oil-burning 
Diesel engine, and which may ar- 
rest the trend from use of oil in 


railroad engines back to use of - 


coal, 

Similarly, Robert Young and 
others contend that only through 
mergers can the railroad industry 
meet the threat of competing 


406 


modes of transport, and escape 
eventual bankruptcy of the in- 
dustry. 


Foreign Nations Do Not Fear 
Monopoly 


Paradoxically, Americans, who 
are supposed to be worshippers 
of Big Business, appear to have 
almost a psychopathic fear about 
development of Big Business — 
and particularly that most dire of 
all bugaboos, Monopoly.” This 
phobia about Big Business is not 
shared in most other countries. 

In Europe, not only are national 
monopolies common, but “cartels” 
— price-fixing monopolies on an 
international scale—are accepted 
complacently, even in democratic 
countries such as Britain. 

Right nearby, in neighboring 
Canada, “monopolies” exist, but 
few Canadians worry much about 
it. Canada has no anti-trust law, 
similar to that of the United 
States, though it does have an 
Anti-Combines Act, aimed mainly 
to prevent unfair business prac- 
tices. 

Sheltered behind high tariff 
walls, two companies produce 
practically all cigarettes smoked 
in Canada. One of these two com- 
panies produces the bulk of to- 
bacco products, the other com- 
pany is relatively small. At vari- 
ous times these tobacco companies 
have been prosecuted, and occa- 
sionally fined, but such cases 
have been on complaints of small 
distributors against “unfair prac- 
tices” rather than on “monopoly” 
grounds. 

One company, Aluminum Co. of 
Canada, produces all the alumi- 
num in Canada, and is one of the 
largest aluminum producers in 
the world. A few years ago a 
small group of radicals obtained 
institution of a Parliamentary en- 
quiry into Government tax ex- 
emptions granted to the Alumi- 
num Co. of Canada to encourage 
expansion of productive facilities 
during the war. The enquiry 
found the tax exemptions fully 
justified. There has been no de- 
mand in Canada for prosecution 
of the aluminum company be- 
cause it is a monopoly. 

Similarly, all the banking busi- 
ness in Canada is handled by a 
handful of banks, which operate 
through branches all over the 
country. The bulk of the retail 
business is controlled by five or 
six companies, which operate 


large department stores and have 
a “monopoly” on the mail-order 
business. 

In foreign countries, it has been 
found that in certain lines of ac- 
tivity, particularly where large 
capital investment is important, 


maximum efficiency, maximum 
research, lowest prices for the 
consumer, maximum export sales 
and resultant domestic employ- 
ment, can be achieved when there 
is a consolidation and merger of 
competing companies into a rela- 
tively few large concerns. This 
still leaves opportunities in many 
other fields for the small concern. 


Bigness Does Not Assure Profits 


Parenthetically, it might be 
noted that Bigness alone does not 
assure maximum profits. Govern- 
ment surveys have revealed that 
on the average companies that 
are neither the largest nor the 
smallest in an industry have had 
the best profits record, perhaps 
for one reason because larger 
companies are most. closely 
watched and regulated. Similar 
experiences have been noted in 
other countries. 

It is clear, however, that in this 
country in the period ahead the 
merger trend will continue prob- 
ably at an accelerated pace, pro- 
viding no new legislative restric- 
tions develop. Many of these 
mergers will strengthen the posi- 
tion of stockholders of companies 
involved, many make it more diffi- 
cult for other companies that do 
not merge. Bnt even if mergers 
were to be prohibited, it appears 
highly doubtful that this could 
prevent collapse and bankruptcies 
of a high percentage of the newer 
companies in over-expanded fields. 





As I See It! 





(Continued from page 361) 

but the situation is very tight 
and many are operating on a 
hand-to-mouth basis. Some con- 
cerns, such as Ohio Oil built up 
reserves in winter to anticipate 
heavy summer demand but sup- 
plies are still inadequate. 

In the East, except for a few 
isolated spots, there will be no 
gas rationing according to spokes- 
men for Phillips Petroleum Com- 
pany, Socony-Vacuum Oil and 
Sinclair Oil. Standard Oil of New 
Jersey and Pure Oil have an- 
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Profit Opportunities i in the Making . 





What oo Say 


L. C. B. of New York, N. Y. 
“The last issue of your bulletin was most 
interesting. In fact, they all are. 

Thanks for your valued opinions.’ 


by 


E. K. A. of Reno, Nevada 
“IT am delighted with IBF service and plan 
to continue it indefinitely. 

Forecast service—by Air Mail Special De- 
livery—is perfect for me. Being paid up 
years ahead doesn’t matter for I intend to 
use it for the rest of my life.” 


J. W. of Fort Dodge, Iowa 
“I have been pleased and satisfied with 
The Forecast service over a period of years 
and will continue to be a subscriber. 
I never wish to abandon the help I get 
from the Executive Offices at 90 Broad St.” 


M. Q. B. of Beverly Hills, Calif. 
“I had been advised by my broker before 
I was a member of your wonderful Invest- 
ment and Business Forecast. 
From now on I will only follow your 
service. I am really very pleased with your 
system and should have had it long ago.” 


Dr. I. E. K. of Jersey City, N. J. 
“T find The Forecast very helpful and bene- 
ficial in my financial dealings. I recom- 
mend it highly to my friends. 
You have served me satisfactorily since 
February, 1944. My brothers in Newark, 


scribers.” 


N. S. of Norfolk, Va. 
“T mailed you a check for $50 a month 
ago. Your service is very satisfactory. 
As I wish to become an annual subscriber, 
I am enclosing $25 to pay for the full year’s 
subscription. 
Thank you for your advices.” 


C. W. S. of Puyallup, Wash. 
“I am well pleased with your invesiment 
service. 

By giving us all possible advance infor- 
mation as to when to Buy or Sell such as is 
contained in your weekly editions you 
enable subscribers, like myself, living at a 
great distance from New York, to keep 
more abreast of the market. 











N. J. and Reading, Pa. are also sub- 


for Near Term nl 


The market is now crystallizing security price trends for the balance of 
1947 and selected stocks again will be available at levels that offer 
substantial capital appreciation plus liberal income. 


Buy on Weakness . . . Sell on Strength . . . has always proved a 
successful investment policy. But ... in this period of adjustment and 
great selectivity ... it is more iinentain than ever that you clarify your 
position to make sure you are holding the right stocks . . . and are 
prepared to take advantage of undervalued situations as they develop. 
This is the special function of Forecast Service, which you: will find of 
outstanding value and practical usefulness now and during the decisive 
weeks ahead .. . as the market strengthens its base for a major upturn 
which will reflect sustained high business volume for strategically situated 
companies. With its skilled analysts .. . tested barometers . . . private 
stock and news tickers . . . statistical, chart and research resources... 
The Forecast wilt tell you what and when to buy and when to sell . . . 
when to contract or expand your holdings. 


Enroll Now To Capitalize On New 
Investment Situations in the Making 


Immediately we will place at your disposal our tested and proven 

market forecasts . . . the soundness of which has been substantiated 

by the action of the market itself. Included ... with graphs... are 

Dow Theory Interpretations of Major and Intermediate Trends; also of 

our special Market-Support Indicator measuring supply and demand. 

The latter warned of last year’s break on July 15... six weeks ahead 
. and has gauged this year’s investments with high accuracy. 


You will benefit also from: our definite recommendations of advan- 
tageous selections in low-priced stocks . . . in special situations .. . 
in potential leaders . . . as developing trends take shape. 


We look forward to serving you and extend our special offer of FREE 
Service to Labor Day. Mail the coupon below today! 




















Please continue this service” 7 FREE SERVICE TO LABOR DAY st ee - 1 
| THE INVESTMENT AND BUSINESS FORECAST ! 
l of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. ! 
Special Offer! [ enclose 0 $50 for 6 months’ subscription; [] $75 for a year’s subscription. 
(Service to start at once but date from Labor Day, Sept. 1, 1947) 
| SPECIAL MAIL SERVICE ON BULLETINS 
MONTHS’ $50 Air Mail: ay 2 .00 i* month; O $2.00 DO Telegraph me Bap en in anticipation of | 
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ELECTRIC BOAT COMPANY 


The Board of Directors has this day 
declared a regular quarterly dividend of 
fifty cents per share on the Cumulative No 
Par Convertible Stock of the Company, pay- 
able July 10, 1947, to stockholders of record 
at the close of business July 7, 1947. 

Checks will be mailed by Bankers Trust 
Co., 16 Wall’ St., New York 15, N. Y. 
Transfer Agent. 

H. G. SMITH, Treasurer 
33 PINE STREET 
NEW YORK, N, Y. 
June 26, 1947 








Interesting 
Circulars 


FOR OUR READERS 
xk & & 


On request on your letterhead, but 
without obligation, any of the circu- 
lars listed below will be sent direct 
from the issuing firm. Limit each letter 
to a request for one circular, giving 
your name and address, 


ADDRESS: Booklet Department — 
Magazine of Wall Street, -90 Broad 
Street, New York 4, N. Y. 


SECURITY and INDUSTRY SURVEY. 
Analysis of 74 industry groups... facts 
oa over 300 individual securities. Pre- 
pared by large N. Y. S. E, member firm. 


FORGING AHEAD IN BUSINESS — 
64-page booklet describing program of 
executive training will be sent free 
when requested on your Company’s 
letterhead. 


ANALYSIS of the stock of a Chemical 
Company in the atomic field. Issued by 
a brokerage house. 


Tobacco Shares: Timely Survey of 

leading cigarette companies indicating 
reference. Issued by N.Y.S.E. member 
rm, 


IF YOU OWN ANY INSURANCE or 
intend to, you will want to see this 
booklet issued by one of America’s 
largest insurance companies, 











nounced no plans for rationing but 
indicate that they are watching 
the situation closely. On the other 
hand, apprehension has been ex- 
pressed in the East regarding the 
heating oil outlook for next win- 
ter. A Standard Oil of New Jersey 
spokesman states that the com- 
pany is not rationing gasoline but 
is already allocating fuel oil cus- 
tomers to 100% of amounts re- 
ceived last year. 

So don’t burn up any unneces- 
sary gas on the roads, get your 
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fuel oil tank filled early for winter 
heating .. . and let us try to see 
to it that Russia doesn’t get a 
drop of American petroleum so 
'badly needed for our own purposes. 





Has Market Seen Bottom? 





(Continued from page 363) 


static earnings at times, as now; 
a lower valuation at other times 
as disturbing things happen or 
yields recede. The other contin- 
gency is that what was indubi- 
tably a bear market into mid-May 
in all truly representative indexes 
has yet to be completed. It is too 
early to be at all confident which 
it is. The next real downside test, 
after the summer rise has run its 
course, may tell the story, and do 
so within a matter of not too 
many weeks. Hence there is no 
change in our advice that average 
investors should maintain about 
a 50% liquidity. 

—Monday, June 30. 





Trend Of Events 





(Continued from page 360) 


who have closely studied the sub- 
ject are advocating retention of 
the 38% tax upon corporate 
profiits but allowing a relative 
credit upon taxable income re- 
ported by shareholders. While this 
sounds simple and rational on the 
surface, The National Association 
of State Chambers of Commerce 
is out with a plan that would aid 
small ventures more substantially 
than large ones, because the latter 
usually are more adept at shifting 
their tax accounts around. This 
same report would alleviate double 
taxation for preferred as well as 
for common stockholders. Part of 
the National Association plan 
that seems to be meeting with a 
degree of approval by influential 
Congressmen, bears on credit al- 
locations. Where the income tax 
rate is at lowest levels, say 16%, 
stockholders would receive a 
credit at this same rate, and the 
same thing would hold true at the 
20% level, for instance. Such a 
plan, to be sure, would result in 
only partial relief from double 
taxation but it would be fair and 
simple to implement. But all of 
these minor suggestions seem un- 


important compared with the real 
point at issue—the speedy elimi- 
nation of the annoying and bur- 
densome levy upon shareholders’ 
private incomes. Other students 
predict that corporate tax reduc- 
tion at this time would check, if 
not break the upward spiral in in- 
flation. All said, it is to be hoped 
that when Congress reconvenes, 
prompt action will follow on this 
form of tax revision. 





BOOK REVIEW 





AMERICA’S NEEDS & 
RESOURCES 
By J. Frederic Dewhurst 
& Associates 
Published by 
The Twentieth Century Fund 
812 pages cloth, $5.00 


This newest publication of the 
Twentieth Century Fund presents 
the conclusions of a survey on 
Needs and Resources which was 
started in 1943. It gives a picture 
of the past, present and future of 
our economic activity. The opin- 
ions reached by the various re- 
search groups are supplemented 
by 225 statistical tables and 42 
graphs. The Twentieth Century 
Fund has received the cooperation 
of both government agencies and 
privately endowed statistical re- 
search groups. The Survey is di- 
vided into 6 parts, namely: I. 
Basic Trends, II. Consumer Re- 
quirements, III. Capital Require- 
ments, IV. Government Costs and 
Foreign Transactions, V. Re- 
source and Capacities, and VI. 
Summary. Estimates for 1950 and 
1960 are featured. To quote Dr. 
Dewhurst, “These projections are 
merely attempts to show quanti- 
tatively what can be achieved with 
continuous high-level utilization 
of our resources and labor force.” 
The appendix includes an explana- 
tion of the statistical technique 
employed in arriving at an intelli- 
gent estimate. It is the belief of 
this excellent survey that ‘“Amer- 
ica is fully equipped to outdo even 
her wartime production record in 
the decade 1950 to 1960, which 
indicates that if we can continue 
our past rate of growth through 
the next decade we can provide 
our people with still more goods 
and services than at the wartime 
peak, with less hours of work.” 
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PICTURE QUIZ: 





7, Easy to save! “I’m putting my 
money into U. S. Bonds because 
it’s the easiest way for me to save. 
Under the Payroll Savings Plan, I 
put aside a regular amount each 
week for Bonds. So far, I’ve saved 
$500 without missing the money!” 





4, Fights inflation! “I want America 
to stay economically sound. That’s 
why I’m putting all our extra dollars 
into U. S. Bonds. It’s like buying 
a share in our country’s future 


”? 


prosperity! 


Which of these five people gives the 
right reason for buying U.S. Bonds ? 


(ANswerR Betow ) 








2, Good investment! “Getting back 
$4 for every $3 I invest—the way 
I will in ten years’ time with U. S. 
Bonds—is my idea of a good invest- 
ment. I know it’s safe and sound, 
too, because it’s backed by Uncle 
Sam. Buy Bonds, I say.” 





5, Rainy day! “Maybe a rainyday’s 
coming for me. Maybe it isn’t. But 
I am taking no chances. That’s 
why I’m buying all the U. S. Bonds 
I can through my Payroll Savings 
Plan.” 





3, Plans for the future! “Ten years 
from now, the money I’|I get for my 
U.S. Bonds will help to send my kids 
to college, or buy our family a new 
home. I think that buying U. S. 
Bonds is the wisest thing a family 
man can do.” 


THE ANSWER 
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| 
Every one of these people | 
gives the “right”? reason—be- I 
cause there’s more than one 
right reason for buying U. S. 1 
Bonds. | 
Whichever way you buy ! 
them—through Payroll Sav- 
ings, or your local bank or post | 
office— U.S. Bonds are the best | 
investment you can make! ] 
! 

1 

1 
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Save the easy way.. buy your bonds through payroll savings 
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Your Current 


Investment Position! 


\ Time to Check On 


Without obligation, we offer to prepare a 
confidential preliminary analysis of your invest- 
ment portfolio if it exceeds $20,000 in value. 


This report will comment frankly on its diver- 
sification, income and will designate your least 
favorable issues. 


This offer is made to responsible investors who 
are interested in learning how Investment Man- 
agement Service might apply specifically to their 
personal holdings and objectives. We shall quote 
an exact fee for annual supervision of your ac- 
count and tell you our qualifications for serving 
you in the difficult market ahead. 


The thorough and informative nature of our 
preliminary analyses is clearly shown by the 
comments of investors who have taken advantage 
of this invitation: 


From California—‘In all my experience as an ex- 
ecutive secretary for twenty years I have never run 
across your superior in the way you have considered 
my situation and am favorably impressed.” E. D. B. 


From Massachusetts —‘Y our preliminary report re- 
garding my investment portfolio was received. I 
examined your analysis very carefully and with much 
interest. Your comments and the wisdom — using 
investment counsel sound very reasonable.” A. M. 


From Nebraska—"'! wish to thank you for your re- 
port. You covered the subject thoroughly.” G. V. 


From New York—"I am in receipt of your valuable 
Preliminary Analysis of my holdings, for which I thank 
you. I had not contempiated that you would: ~ 
such a really admirable report regarding my portf. io.’ 
HA. 


From Ohio—"Thank you for your immediate reply, 
including a preliminary analysis of my portfo;io. I 
can honestly say that I am impressed by this ref ort.’ 
D> BH: 


From Oklahoma—"Your Preliminary Analysis re 
ceived and it seems to be what I am looking fér. 1 
am going to take this service and I intend to fotlow 
it.” QA. 


From Pennsylvania—‘Your Preliminary Analysis 
of my inventory of capital -investments received. I wish 
to thank you for presenting it in such an excellent and 
comprehensive manner.” N. J. 


From Texas—‘I am in receipt of your Preliminary 
Analysis of my stocks. I gave you a big job and you 
gave me a thorough report and I thank you.” H. T 


From Virginia —‘I am much impressed with your 
report which evidences that you have given thought 
and gone over my portfolio in a thorough and pains- 
taking manner which pleases me very much. I recognize 
—w of your reasoning and of the suggestions 
made 


Just tabulate your securities, giving the amounts 
and purchase prices so we can consider the tax 
aspects of any changes, State your objectives so 
our advice can be as pertinent as possible. 


All information will be held confidential. This 
offer does not obligate you to enroll—but under 
today’s manpower conditions it is not open to 
mere curiosity seekers. 


INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 


90 Broad Street 


New York 4, N. Y. 















































